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It is with pleasure that | present the 1975 
Financial Report of the Province of Ontario. 


During 1974-75, our economy and there- 
fore our finances have been subjected to 
high levels of inflation. | am pleased to 
be able to report however that the 
budgetary deficit, at $546 million, was held 
beneath the 1974 Budget prediction. The 
non-budgetary account reflects new initia- 
tives by the Government to substantially 
increase provincial investment in housing, 
land and energy. 


This report highlights the major aspects 
of Ontario's finances. The Public Accounts 
submitted to the Legislature annually, 
should be referred to for detailed informa- 
tion. The policy aspects of Ontario's 
financial operations are discussed in the 
annual Ontario Government Budget. 


Comments or queries will be welcome and 
should be directed to the Treasury Division 
of the Ministry of Treasury, Economics and 
Intergovernmental Affairs. 


WSS 


Toronto, July 1975 


FINANCIAL INFORMATION AND ACCOUNTING POLICY BRANCH 
MINISTRY OF TREASURY, ECONOMICS AND INTERGOVERNMENTAL AFFAIRS 


Frost Building, Queen’s Park 
Toronto, Ontario M7A 1Y7 


BASIS OF REPORTING 


The financial statements of the Province of Ontario reflect the use of the ‘cash flow” principle of 
accounting. This method, modified to allow an additional thirty days to pay for goods and services 
pertaining to the fiscal year just ended, offers a precise measurement of government activity for a 
fiscal year. This, rather than the ‘accrual’ principle, is utilized because of two fundamental character- 
istics of government reporting which set it apart from commercial practice. 


The first characteristic is the constitutional principle which underlies the system. The Legislature 
votes sums of money to specified ministries for stated purposes. The Legislature provides for the 
required money by authorizing the government to levy taxes or to borrow. The accounts of the 
government therefore are a record of stewardship and reflect the accountability to the Legislature 
for the management and disposition of monies levied, entrusted and spent. The purpose of the public 
accounts In government is to explicitly display that stewardship as revenue flows into and ex- 
penditure flows out of the Consolidated Revenue Fund. 


The second characteristic is that there is no direct commercial relationship between government 
revenues and government expenditures. This obviates the “matching” benefit provided by accrual 
accounting. Expenditures are incurred for the operation of a wide range of services which have been 
established by government policy. Taxation, the major source of revenues, is imposed on those parts 
of the economy best able to finance government programs and Is also a fiscal policy instrument for 
the government, in terms of its incidence and in its relationship to expenditures. 


The transactions of the Province of Ontario are presented in summary form according to the three 
distinct areas of government activity through the Consolidated Revenue Fund: 


‘Budgetary Transactions” are operational activities which include the revenues raised 
through taxation, premiums, fees, licences and permits, payments from the federal govern- 
ment under shared-cost programs, and income from investments. Expenditures on govern- 
ment programs include payments for goods and services, interest on the public debt, salaries, 
transfer payments to individuals, municipalities and institutions under various social pro- 
grams, subsidies and grants and the acquisition or creation of fixed assets. Government assets 
are generally of lasting value and may tend even to appreciate over time; e.g. parkland, public 
works or the highway system. Their benefit to future taxpayers is not significantly different 
from expenditures on education or health care. For these reasons Provincial expenditures on 
fixed assets are treated as non-recoverable expenditures of each fiscal year. The extent to 
which revenue exceeds or falls short of expenditure directly decreases or increases the net debt. 


“‘Non-Budgetary Transactions” are the lending, investment and trust administration functions 
which include, as distinct from expenditure, the government lending and investment activity 
in various Crown corporations, agencies and municipalities. All of these loans and advances 
are repayable or represent equity holdings supported by the assets of the corporations. Net 
changes are reflected in the year-to-year fluctuation on the Statement of Assets and 
Liabilities. Also included in this category Is the activity within deposit, trust and certain 
special purpose accounts, all of which bear directly on the Statement of Assets and Liabilities. 


“Debt Transactions” are the borrowing and repayment transactions which include obliga- 
tions issued to both non-public and public sources of funds and are reflected directly in the 
Statement of Assets and Liabilities. . 


The Net Debt of the Province is the excess of liabilities over revenue- producing and realizable assets. 
Year-to-year changes in net debt are related directly to the amount by which revenues exceed or 
are less than expenditures on budgetary transactions. 


With respect to the financial operations of provincial crown corporations, agencies, boards and 
commissions, the financial statements presented in this Report reflect (i) the year-end position of 
the advances to or the investments in these entities which are made from the Consolidated Revenue 
Fund and (ii) the extent to which their operations have been financed from or have contributed to the 
Fund for the year. 


PROVINCE OF ONTARIO 


STATEMENT OF CONSOLIDATED REVENUE FUND 


Year ended March 31 


opening balance 
Cash, temporary investments and 
marketable securities (note 1)... 
budgetary transactions 


MeVOTUG! «baum Bi. 2 okt oe a bees 


non-budgetary transactions 
Loans and investments 
PIS DUTSOIIEI Sil. hele ease Neen hike kek 


PCS 8] ee Oo Sena ee ee ee ee 


Net increase in loans and investments 


Trust administration functions 
(Crease ene, «eee ce PR uy 
SEIT eIO Sia co Rem wee 5 cep M US ga. lac ae 


Net increase in trust administration 
PEC OV Sian bok a he oe cy 


Non-budgetary transactions (net). . 


net cash requirements 


debt transactions 
PIOCEECS OLIOANS ore sc en eae ew 


closing balance 


Cash, temporary investments and 
marketable securities (note 1). . 


LOTS 


($ millions) 


Ga2zZ 
7,302 


856 
181 


675 


149 
55 


124 


Ltg96 
264 


See accompanying Basis of Reporting and Notes to the Financial Statements. 


1974 


($ millions) 


(380) 


(Boils) 


981 


(9.31;) 


932 


982 


BUDGETARY TRANSACTIONS 
Year ended March 31 


revenue 1975 1974 
taxation ($ millions)  % ($ millions) % 

Retaihsales tax sn. ca ula sd beans tena eee otc ak oat ase E5699 51.90 Von. ole 

Personal iricmime tac We aad Se ree tay Ais a ee V445 00075 236%. 17.9 

Corporation taxeSars go. er ne ota ree oe ee a rere BO2F BVORS 637 9.2 

CASON LTAK 2 aso hice eee 2 ae ing oat ee ee 493 477 Og 

Mining protitsstaxea2 tei 2s ty. ape ee oo Ge, seen 153 47 a; 

TOBACCO AK eee ee ie te eo en ee ner eer er ma 101 100 1.4 

Motorvehicleriiel tac, finite i... i ee ae hee eee 79 ; 70 1.0 

SUCCESSION. CUIVGe ees. ala) cle eo Cg eee aoe er 88 133 

Federal government income tax revenue guarantee.......... 

Land transteritanta tes 0s. Rr eth ee eee 46 

Race hacks taxcm ces eieccuue ae ce an ae emer neat a eee ea ee BSS) 

Income:tax<= pUbNE DTIIteS 5.0 Bis Rt eter tie ae 3 

Other taxationce, soc as. ore c yn eS sis en AP ee ee eee 2 

4,064 -58.8 

other revenue 

Premiums—Ontario’ Hospital Insurance Plan ee eis ae. 2. 530 Ye 

Profits=—_Liquor Control Boatd of OntaniGn. 2 5. cee ts 280 4.0 

Vehicle:registration, fees 9 i.va. aoe = eo fe At ee Gare cas L72 2.5 

Other fees and licences: va ea nee © OR ae 90 es 

Sales;andrentalS..-- -- 2a te cree rte ae he er er net 32 2 

FINES ANG Penal tlesir): cu) -o ethers mee a eee a, Se eae ree So 

FOV SITIOS. pon Athh Regie albept a otter eae Rego caer Boscia Pes uc Oper ene 29 

Utility-service-chargesitees eee es Fe ee ee ee, 20 

Miscellaneous or © so te rea ohne eee eee ee ree er tees 28 

2rS" 17.6 

payments from the federal government............ (ao # jonas 5 Fs: 
interest on loans, advances and investments...... 370-9 a 
total reavGnie (65... ee eee 6,922 100.0 


expenditure 


. 1975 1974 
: : ’ page 
social development policy field ($ millions) — % ($ millions)  % 
El es aE BN re aA sehr PN a, 5c LPR Woblocs vnc Hiuadlat A 39 2 s0iee tou 2,048 28:1 
EGG stories thee acy babes Yetral bi einer. ig wiemibee lak 39 1.598 stisil (4th... 193 
ColleGesrahicGEw MVEISITES teste R okie evn cs ere oe ty wa ime 36 931 10.6 824 11.3 


Communitveaned: Social Senvices.vs inks. . See CW, 684 7.8 562 Tey. 


B49 65.2 4,845 66.4 


resources development policy field 


Transpomation and Communications. ... /<scc<<...4.. 35 684 9.4 
INGtUAIRRESOUICES 2. Rew N. on ote Boke Le eee 34 159 22 
PCG UtUpCRtiad OOC stt hae a, See. uke ie, ee 31 105 1.4 
TaN Oe Mem oaks Abita Act h coret ah absense) oli cun coin cueidec Met 32 45 
PC CrstrVEanicTOUTISITIG «a 4 ety asc ke wks ol 1 6 Oe Gb coe eee A BV 26 
EZ] OVE Tee he tre Se Ae mere hme ee Tee Ime ee 33 12 
ETVOTC Vian eee ie PUNO cn i ea boc sie POE 31 1 
1,032) 141 
justice policy field 
SOMCIMOMGOMelaliew sn. cera ey beas me Oe A Lee 30 90 2 
SOnmeciOnaleSOlrviGess tries ok fe ee Lesa Late eas Zo 86 TE2 
PRTOUICVs GEMEC! Aliens chee Gan tesco fn eet fat Sud diya ads oe bee De. 68 9 
Constimenana Commercial: Relations... 6 6s si4 cusps ee 27 pis) 
273 Su/, 
general government 
Treasury, Economics and Intergovernmental Affairs. .... RA PAS 262 o. 
GOVEIMIMEMUOC VICES i nc ets eee. arm che Bi weal ken La, PEE 180 20 
RCV CIC LC) Mee cnn Mee Grey eeu A al ic, 25 53 “if 
PIOUS) Gwent oe Anca: tnt Gee eA Da as oat Rant oe ate te 24 o7 
OUTING ert te a Se 2s Goce Re eT ase Soe Sai Ce ee ae cal 17 
549 is 
public debt—interest........................... 603 8.3 
total expenditure... _........... dee. 7,302 100.0 


NON-BUDGETARY TRANSACTIONS 
Year ended March 31 


1975 1974 
loans and investments eee 
Disbursements 
Ontario Hydro—secured by;debentures..... 1... 2.26 12. on ae 375 250 
Onitariqakand Corporation (MOte Sy 9s thee eee oe 320) 
Ontario Mortgage Corporation (formerly Housing Corporation Limited) . . 15 > Oy 
Ontario Housing Comoration. tec alt 0 ese peg ge eee le gee 92 162 
Investments in water treatment and waste control facilities............ 127 81 
Ontario nergy Corporation soe oe ccs ees ee ces ee 100 
the: Ontario Education*Capital Aid Corpotation: 40).55 2. ee 87 oF. 
The. Ontario Universities: CapitalAid Corporation... 4.15 ak ye) cee ee 38 fy 
Public HoSpitals Aaciett Ghote cee oe Gos, dil atone saree semenepen ake eee ami ere 42 33 
Ontario 'DevelopmentiCorperdtionie | oaca: Soyer ee os eee 28 24 
Northern Ontario Development Corporation...... ae: 11 6 
Federal-Provincial Winter Capital Projects—loans to Prubicipaliess se ie Le 1 
Ontario Housing Action Program—loans to municipalities............ 13 
Tile Drainage Debenture Loans to Municipalities.................... 13 8 
OntariaaMunicipal Improvement Corporation: sane «ea oes Gee 7 4 
Federal-Provincial Employment Loans to Municipalities.............. 16 
Ontario Transportation Development Corporation... .......-..-+.5-: 6 
OntariosNorthiand Transportation: Commission. 4 eo ee 7 28 
OUCH ee ee a eee mn aye ier cent.) estes Se 13 6 
1,423 856 
Receipts 
OntatterHousing Corporation Anette rs) ers. 6.5m as ato © hey nree ore 208 6 
Ontario Mortgage Corporation (formerly Housing Corporation Limited) . . 12 8 
The Ontario Education: Capital Aid Corporation... ose Pee 46 42 
The Ontario Universities Gapital Aid Corporation. ... - 3.2% + 4. <2 ne ct 20 ibs, 
OntatiosHydro— secured by debentules... 12h ng de a2 cee @ ae 47 om) 
—=nuclear power generating Station.) .<.. 2: . 74 25 aka 18 r 
Public? Hospitals’. acces «a4 cogeeh oe ae oh ea ee ae Se Re di 12 30 
Investments in water treatment and waste control facilities............ 7 11 
OntarioiDevelopment Corparation.. .62.-. re oe es gy vo es te 8 
OTR Seba bogs, SNe zie ee gu es 2 tie echo OS oon eaten Se on ee alegre are 24 23 
401 181 
net increase in loans and investments...............----+.++:- POZZ 675 
trust administration functions 
Credits 
Deposits to pension funds and deposit, trust and reserve accounts (note 7) 277 11 
Province of Ontario Savings Office Deposits—net increase............ 46 28 
Sas 179 
Charges 
Payments from pension funds and deposit, trust and reserve accounts 
Pvt Ts gin alin ae AAR a cee Te ee dee eae a 60 55 


net increase in trust administration functions...............-. 263 124 


DEBT TRANSACTIONS 
Year ended March 31 


proceeds of loans 


Non-public 
Panda Pension lan OVestment PUNG: .05 25 walk: ole pla be we aoe ent wk 607 
eae Se Ole CaN MaTMON UNG: § anys sate tae iid ae int ti Wyo ay = fie kge re ees 195 
Ontario Municipal Employees Retirement Fund (note 7)............... T25) 
Central Mortgage and Housing Corporation—waste control loans....... 18 
Government of Canada, Federal-Provincial Employment Incentive 
COONAN Star entre eee ee ecu eee NOU cree art wii, Meth tae sila ea Sy 1 
946 
Public 
Ormpeitaco OMEAMO TAVOROR 26 hater wk ly, Mamas ser bilge le suesu > ae 250 
tote! proceeus Of loans ee eee ra. 1,196 
repayments of loans 
Non-public 
Government of Canada, Federal-Provincial Employment Incentive 
ILCCTIADCS ngage ie’ ai an wanna ree oe ie ee Ate eos, oa ar ey ee I ae 5 
Government of Canada, Municipal Development Loan Board........... 4 
9 
Public 
LBS CS iy Les AI ope We Teh a (Ae Rete A Rarer ee ieee en Meat Me aN Le a foo 170 
POMOC eral OUMOOSC Sela Cy nist fatty thas ee cae ap nana ele pean fal =, SR ets 58 
DO RHOC Ma TOLEO Manon til queen gia mashes Nase ohne can okey Bite ot soni Doe Sees 21 
255 
total repayments of loans ...................... 0... eee 264 


PROVINCE OF ONTARIO 
STATEMENT OF ASSETS AND LIABILITIES AS AT MARCH 31, 1975 


(with comparative figures for 1974) 


See accompanying Basis of Reporting and Notes to The Financial Statements 


ASSETS 

1974 
($ Eons! i 
Cash, temporary investments and marketable securities (note 1)............ 982 
Advances towO mano TIVGrOMUN Ole ee )e re aera ses ce ee eee nha a Se ee 1,478 

Advances and investments— other corporations, boards and commissions 
(HO tC 3 Wigeacuene ely Nap etendl< tie t ea kane see ed aren mn <i ate toes eee aie pare geo 3,247 
Investments in water treatment and waste control facilities (note 4)......... 408 
Loans tormunicipalittesmae ©. aomtire Werte eens ose Reber ce snore aN 181 
Other loanscand investments. (NOtesOyal err: are ee ene cern tek ce eae ch ieee IZ 
Totalrealizable assets: ......5-2 pedeeaiences a eee eee) ie et 6,488 
BSE CLES t soem ee ea cn seta ke eae 2 td crn sh ey oR 2,902 
9,390 


Approved on behalf of the Ministry of Treasury, Economics and Intergovernmental Affairs: 
A. RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economics and Intergovernmental Affairs. 
G. McINTYRE, F.C.A., Executive Director, Treasury Division. 
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LIABILITIES 

1974 

($ millions) 

Demand deposits with the Province of Ontario Savings Office. ............ 187 
Bemslommienn Com OterO) cre sess, cota con veninsn e casi eting Gla ats ein xed wees 687 
Deposit. ALust-amdreserve- aCCOUNTS.. 2: ct one ee ree eos, cas 80 
PaVCINGeCSeD ay aD lOaGhOtC dss) ee mall. - 3 Sat Mahe eee ah oeaes PALM Ae ex lok 45 
LW PSEIGATIAVE [ey [ES 4 ee eae en ne ane OR ee ee re See eee, ae nara 90 
RESID AVA IE TIONG TCs Me eee ey, 2 Bie ai eee te ee AN a Ma ies Wah. oettins 24 
MepenuresMOtem and MOTs) emo eons eee yo ee ty he ee been S277 

97390 
SONntMNGeMea OI MES MOLE? PO) as. ance soca nok wes es ce ete ae Mh in mee ae 3000 
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NOTES TO THE FINANCIAL STATEMENTS 


(All figures in millions of dollars) 


note 1. cash, temporary investments and marketable securities 1975 1974 
TONTDORATYTINV ESTING INESe: > tec ei cee e PregGice ance Gave ot re ROee nent en at Oat ees, 9 oe ame gems ae Seon $1,241 
Marketable seciiritiesins-<:) 2 gixyncte eras he ee et ahs de ecient eee Yorn orl e och Se er 166 be 
Bank balances sce:  2/e' cas ee pace baer oe Ve anes ne © tio er ET feck ee Pam (441) (358) 


$ 856  $ 982 


Temporary investments include obligations of Canadian chartered banks and other short term investments. 


Marketable securities consist mainly of debentures issued by the Province of Ontario and Ontario Hydro. Prior to 
April 1, 1974, Ontario debentures were valued at par and reported as a deduction from debenture liability at the fiscal 
year end. Commencing with fiscal year 1975, Ontario debentures are valued at cost and reported as an asset at the 
fiscal year end. The comparative 1974 amount includes $49 million of Ontario debentures valued at par which were 
previously reported as a deduction from debenture liability. The market value of marketable securities was $162 
million ($186 million par value) and $85 million ($100 million par value) at March 31, 1975 and 1974 respectively. 


Bank balances includes an amount of $499 million representing cheques issued during April 1975 to record payments 
pertaining to the 1975 fiscal year. 


note 2. advances to ontario hydro 1975 1974 
Secured by debentures’ ea. f sido ese ese 54 hong ee sa ere ice nee Pc cP id ch ae $1,711 $1,382 
Nuclear Power Genelating:s tation== PICK GFinG ins e.g. ee pen ee ridin mote ol ee ee 78 96 


$1,789 $1,478 


The Province by agreement with Ontario Hydro and Atomic Energy of Canada Limited contributed to the capital 
cost of the Pickering Nuclear Power Generating plant and under the terms of the agreement receives payments based 
on the net operational advantages of the plant. These payments which have amounted to $22 million have been 
applied to reduce the advance. 


note 3. advances and investments— other corporations, boards and 


commissions 1975 1974 
the Ontano: Universities Capital*Aid Gorporation i. 50-24 48 oe pons dea ee ee $1,196 ($1,179 
ihesOntanroseEducation: CapitaltAid= Corporation ae eee er eerie re na eee i Aite ys 1,146 
Ontario Mortgage Corporation (formerly Housing Corporation Limited) .................... 384 263 
Onitaticn Land Corboraticnic sec ces veiw ee. oe epee mes Pte  cm rcns as te aeene 320 
Oatarias HOUSinG | GOMPOCAtlOMru4 8 a rah eee ce a ce pce ec ck ed oc de 262 378 
Ontatia: Student Housing) Corporation sarc! 2 ata weenie aes <n Guin ew, che aero yee ee ee 9 g 
Ontana Enemy Corporations oa. F irae acces oe eee ei ee ee a ee 100 
Onitaria: Developnrent Corporatioty ys. ota ry cee blak es ee ate es eG te oad oe 90 68 
Northern Ontario, DevelopmentiCorporation 2. MMe Ce eres. i ee re oes 21 10 
The: Ontario Junior Farmer Establishment boar Corporation.= .0 22. 2.22 es cee ees Gea 74 74 
Ontario: Northland siransSpOftath ome Gomi !SS i iver newer ae rennet 65 58 
The -Ontario:Municipal. Impravement:Gonoration. <s 2.540 ons Gobo eta one ee ee 30 27 
Investmentanthe Liquor ControlBoararof Onmtariorrsrsns cesar tee ser Pas Phe. 
TIS tia foe SL Ge eben 'c diesen aaah Nt I ar att AT Ral i i cacao 15 10 


$3,778 $3,247 


Based on latest financial information, these corporations, boards and commissions have accumulated equities of 
approximately $45 million. 

The Ontario Land Corporation, established in March 1975, received advances of $320 million to purchase land for 
the North Pickering, South Cayuga, Townsend and Edwardsburgh projects. The North Pickering land held by Ontario 
Housing Corporation was sold to the Ontario Land Corporation. The Ontario Housing Corporation in turn repaid 


$193 million advances previously made from the Consolidated Revenue Fund for the North Pickering Community 
Development Project. 


note 4. investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems to serve muni- 
cipalities. Under the agreements with individual municipalities the costs of construction and operation of the facilities 
are fully recoverable over the period of years provided in the agreements with the municipalities. 
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note 5. other loans and investments 1975 1974 


Mal scat OUR ne TOS Dita ammeic” cron mewn Mie ree ela Ne SR Ws ch Me RR eel ov oes 4 0.2067) Bo 76 
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note 6. pension funds 1975 1974 
PUI GESeIVICCs StDSlannWatlOMn sr UMthignn cows nukes dace alee atau y Ausle bi UPG) sow d Od Mie het peegen aR ae $ 794 $ 685 
Legislative Assembly Retirement Allowances Account... 1... 0... 0c ee ee es 2 2 


$+ 7962 \ Ss. 687 


Based on actuarial studies as at December 31, 1970 the Public Service Superannuation Fund has unfunded liabilities 
as follows at March 31, 1975: 
1. An initial unfunded liability of $82 million, upon which an interest contribution is credited annually to the Fund 
in accordance with the Pension Benefits Act. 
2. An experience deficiency of $35 million which had been liquidated at March 31, 1975. 


An actuarial study as at December 31, 1973 is currently being prepared. 


Teachers’ Superannuation Fund 
Through the budgetary expenditures of the Ministry of Education the Province of Ontario makes annual contributions 
to the Teachers’ Superannuation Fund administered by the Teachers’ Superannuation Commission equal in amount 
to contributions by members. Further, the Province is committed to paying any deficiency in the Fund. Based on 
actuarial studies as at December 31, 1972, the Fund has unfunded liabilities as follows at March 31, 1975: 
1. An initial unfunded liability of $328 million upon which an interest contribution is credited annually to the 
Fund in accordance with the Pension Benefits Act. 
2. A residual unfunded liability due to plan amendments amounting to $230 million which is required to be 
amortized in the seventeen year period ending December 31, 1989 by annual payments of $21.9 million. 


As at March 31, 1975, the Province had made all required payments. 


note 7. advances payable 1975 1974 
ContismVviongage and jMOusintg COMOLtomip.:c ud arta) Acid ee eee Sa, a loanutuie Sd xsuemas tice tana ques So MO Stor aad 
Ontario. Municipal Employees RetiremenePunids acu sooo cei cee ae chk ews wa 26 20 


The Central Mortgage and Housing Corporation advances funds to the Province on an interim basis for a portion of 
the cost of waste control projects under construction. When a project is completed the advance is partially forgiven 
and the balance converted to a forty year serial debenture. 


The Ontario Municipal Employees Retirement Fund deposits surplus funds with the Province and on December 31 
each year receives a debenture for all funds deposited in the calendar year. The balance in ‘advances payable” repre- 
sents deposits made between January 1 and March 31. In prior years deposits received between January 1 and March 31 
were reported as a Deposit account on the Statement of Assets and Liabilities and the activity of the account was 
recorded as non-budgetary transactions. In 1975 the accounting treatment has been revised to record all funds received 
in the fiscal year as Proceeds of Loans in the Statement of Consolidated Revenue Fund. The 1974 comparative amounts 
have been restated to reflect the change in accounting. 


note 8. notes payable 1975 1974 
Federal Provincial Winter Capital Projects Fund’. , fon vids Se lli venue ave ed aalee sees S. 719) SS 1 
BederdlFrowinicialemoloviMent LCS ng ra. faas <Fili-e ad bo ak sowucr Gels oo ata we eh ce neg ple aan 23 
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The Province of Ontario has received funds from the Government of Canada in connection with the above federal- 
provincial employment incentive programs. The notes are due and payable at various dates between 1979 and 1995. 
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1975 


Non- 
note 9. debentures Public public _—‘Total 
Weatuning within’ 1 Years, <a hiee oie wits ta cova ies « Moseiacaila eS aire erm ener ete Sco en G $ -36 
Matusmawithin 2-5 yealse oc. dala. eles eae Dele ge DSc se idee eee ace are 316 Z3 330 
Maturing within 6-110 Years. 2. Si cate bcc prec clits se ecu eta 20, sm eee RL eke 489 106 595 
Maturing, within 7 1-15 years: 24.2420 5 ers YS ey os ay nie eo 264 1,787 2,051 
Maturing) within, 16-20 years ins 6 Scales ae oh etek cpanel ice ae 45 3,764 3,809 
Maturing within: 21-25 Years: ce hac soa 2) ia cy hele oy terol eR 150 Pe. 1,473 
Matuting within 26-30 years. 5 fe: gecesi sy es eg he oak aoe ee ee 982 252 1,214 
Maturing withitty 31-35 Years: cece fot at ee creas oa a eke oui ae = er En 11 11 
Maturing within S6-40ryeatse.  opaaag: © swe cls & ie: © co rhe rhe nln ee a 7 i 


$2,876 . 86,659 99,535 


The Province has borrowings of 217 million Deutsche Marks recorded at $61 million, the Canadian dollar equivalent 
at the time of issuance. At March 31, 1975, the Canadian dollar equivalent was $93 million. 


note 10. contingent liabilities 
The Province is guarantor of certain obligations of Provincial Corporations, Boards, Commissions, and Agencies 


as follows: 1975 1974 
Ontario yara Fe eee eee eter ake see iia ae Serene! eect a ae $3,779 $3,251 
Provincial Corporations oe cee Se es 0 eaten gern aa cern Seer enre costes niet ae 96 92 
Miscellaneous tind te ei Se is ec oe cra eect ieee nT 58 39 

SS8 3,382 
Less: Ontario Hydro debentures held as investments of the Province.................. 90 52 


$3,843 $3,330 


note 11. fixed assets 
Government expenditures on fixed assets are not capitalized for the reasons given in the Basis of Reporting on page 4. 
They are carried on the government accounting records at the nominal value of one dollar. 


note 12. inactive assets 
The Province of Ontario has fully reserved inactive assets in the amount of $4.4 million. 


The Government of Canada Debt Account at $2.9 million is an amount on which the Government of Canada pays 
interest at 5% to compensate the Province of Ontario for monies withheld from the Province in the period July 1, 1867 
to January 1, 1873. 


The Common School Fund at $1.5 million represents Ontario's share in a permanent fund of $2.7 million held in trust 
by the Government of Canada for the Provinces of Ontario and Quebec. The fund is derived from the sale of Crown 
lands set aside for the benefit of common schools by statutes enacted before Confederation. The Government of 
Canada pays interest to the Provinces on the principal sum at the rate of 5% per annum, payable semi-annually, in 
proportion to their respective populations as determined by the most recent decennial census. The present allocation 
is based on the census of 1971. 


note 13. long-term leases 
The Province has long-term lease commitments for accommodation amounting to $207 million to 1999 and an 
additional $12 million for years beyond 1999. The lease payments made in 1974-75 amounted to $30 million. 
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REVENUE TRENDS 
major revenue sources 


per cent 


retail sales tax 


personal income tax 


corporation taxes 


- health premiums* 


gasoline tax 


federal government payments* 


interest on loans, advances 
and investments 


other 


1971 1972 1973 1974 1975 


*Health premiums and Federal Government payments have been re-stated for the years 1971 and 1972 to include 
revenues of The Ontario Hospital Services Commission which operations were absorbed by the Ministry of Health, 
April 1, 1972. 


1974-75 revenue 


In 1974-75 Provincial revenue as a whole grew by more than 19%. The largest change in 
1974-75 was experienced in the corporate income tax which increased from 9.2% to 10.8% 
of total revenue as a result of larger corporate profits. Retail sales tax maintained the same 
relative percentage as in 1974 while personal income tax declined slightly. Federal Govern- 
ment Payments which primarily include reimbursements of provincial expenditure under a 
number of federal-provincial shared cost agreements, remained unchanged as a percentage of 
total revenue. Health premiums and gasoline tax both increased in absolute amount but as a 
percentage of total revenue continued to decline in importance. Health premiums were reduced 
in 1972 and the rates have remained unchanged since that time. Gasoline tax, at 19¢ per gallon, 
has remained unchanged since 1972. 


The Ontario Tax Credit program relieves the burden of sales and property taxes on the elderly 
and families with low and modest incomes by allowing special tax credits administered through 
the personal income tax system. The apparent decline in the personal income tax contribution 
to total revenue in 1974 and 1975 is due to the fact that these yields are net of $182 million 
and $306 million tax credits respectively. 
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EXPENDITURE TRENDS 
major expenditure functions 


per cent 


health* 


education, colleges and 
universities 


community and social services 


resources development policy 
field 


_ justice policy field 


general government 


public debt interest 


1971 1972 1973 1974 - 1975 


*Health expenditures have been re-stated for the years 1971 and 1972 to include expenditures of The Ontario Hospital 
Services Commission which operations were absorbed by the Ministry of Health, April 1, 1972. 


The chart above illustrates the relative size of the major provincial expenditure functions in 
1974-75 as compared with the previous four fiscal years. 


While inflation has played a major role in expenditure growth trends, functional expenditures 
are not normally subject to dramatic shifts in relative importance since the Province must 
continue to meet its responsibilities in all functions. However gradual increases and decreases 
_are discernable where the Province moves its attention to new priorities as the previous objectives 
are met. For example the commitments to increased operating budget support in education 
and the development of the community college concept have largely been fulfilled through 
the period 1970 to 1974. (See Education, Colleges and Universities.) The new initiative 
requiring greatest financial resources in the last two fiscal years has been the increased financial 
assistance to local governments to reduce reliance on property taxes. This was achieved by 
such means as the unconditional grants program (see General Government) which paid out 
$295 million in 1975 as opposed to $79 million in 1973. 


v 


major expenditure classifications 


per cent 


transfer payments 


interest on debt 


purchases of services, supplies and 
physical assets 


salaries, wages and employee benefits 


1972 1973 1974 1975 


transfer payments 


Transfer payments are grants, subsidies and allowances paid to persons, agencies and other 
governmental bodies and which account for over 70% of total government expenditure. 


Following is an outline of five major transfer payments in the year to March 1975. 


Transfer payments to hospitals $1,372,000,000 


Since 1972 financial support payments to hospitals for current expenditure have grown by 
$470 million which is an average annual growth rate of 15%. It is estimated that approximately 
4 to 5% of this annual growth is related to additional services, but the remainder has been 
caused by inflationary pressures and the resultant increased labour costs. The largest single 
change in the period was the salary increase won by nurses in the summer of 1974 estimated 


at a cost of $172 million for 1974-75. 
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Payments to physicians $650,000,000 


These payments, administered by O.H.I.P., have grown at an average annual rate of 11% 
since 1972. Unlike most other transfer payments the largest contributing factor to increases 
has not been inflation, indeed the only scheduled fee increase for doctors since 1972 was a 
7.75% increase in May 1974. A larger supply of doctors and increased individual use of the 
health plan has accounted for most of the increased cost. 


Grants to school boards $1,330,000,000 


Since 1972 elementary and secondary school enrollments upon which grants are based have 
been slowly declining in total. Nevertheless the transfer payments have continued to increase 
as the Province has increased its share of costs from 49% in 1970 to a level of 60% in 1974 
and made allowances for the impact of salary inflation on school board budgets. In 1975 
elementary and secondary expenditure ceilings increased 11.75% and 8.9% respectively. 


Payments for university operating costs $486,000,000 


Universities receive a per capita operating grant for students enrolled. In 1975 the grants in 
total increased by a larger amount than in immediately preceding years since a 7% inflation 
allowance coincided with a 4.5% increase in enrollments. 


Direct income support for individuals $304,000,000 


In addition to indirect support through subsidization and funding of certain municipal and 
social agencies, direct payments are made to provide long-term financial assistance to persons 
in need and ensure that the elderly and citizens without earning power are protected from 
severe financial hardship. While the number of persons assisted by these payments has in- 
creased each year a more significant factor in cost to the Province has been the necessity 
to increase allowances as basic costs such as food and shelter have increased at a greater rate. 


salaries and employee benefits 


The Ontario civil service of approximately 69,000 persons is involved in the delivery of a wide 
range of services to the citizens of Ontario (see pages 22 to 40). The major reason for the 
absolute dollar increase in this classification has been the negotiated settlements reached 
through the collective bargaining process. Like other employers, the government faced inflation- 
induced salary demands with settlements ranging from 11% to 21.5% at the lower salary levels. 
During this four year period the civil service grew in size by only 2.2% as the government 
has maintained a tight control over the establishment of new positions. For the 1975-76 
fiscal year a 2.5% target reduction in the number of approved positions in the civil service has 
been announced in the April Budget, and further constraints were applied for all internal 
administrative functions by the Treasurer in his Supplementary Actions to the 1975 Ontario 
Budget (July 7, 1975). 


interest on debt 


The absolute increase in debt carrying charges is due both to the increased levels of debt 
and the higher costs of borrowing in the last two years. It is important to note however that in 
some cases the Province borrows directly on behalf of others, most significantly Ontario 
Hydro, and lends the funds on identical terms. In other cases the Province makes loans and 
advances at equitable interest rates from general funds. The interest income from these provincial 
loans is reported as revenue (see pages 6 and 16) representing a significant offset to the absolute 
expenditure amounts. 
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LENDING TRENDS 
major lending and investment functions* 


per cent 


housing and community 
development** 


investments in water treatment 
and waste control facilities 


ontario education capital aid 
corporation 


| ontario universities capital aid 
_ corporation 


ontario energy corporation 


other 


1971 1972 1973 1974 1975 


*Excludes disbursements to Ontario Hydro of the proceeds of borrowings by the Province for Hydro purposes. 
**Includes investment of $320 million in the Ontario Land Corporation and repayment of $193 million advanced to 
Ontario Housing Corporation for the North Pickering Community Development Project in 1975. 


provincial lending activity 


For many years the Province has devoted a substantial portion of its financial strength to 
supporting capital investment where needed in the Province. 


The province's financing priorities in the latter 1960's and early 1970's were primarily geared 
to education facilities, but in recent years greater attention has been turned to other sectors. 
Most notable is the growth in the housing and community development sector. The Province 
has stepped up activity in the creation of housing for low and middle income earners through 
the Ontario Housing Corporation and has increased its commitments in the mortgage financing 
field through the Ontario Mortgage Corporation. For the last three years the Province has been 
actively involved in new townsite developments such as North Pickering and now has $320 
million invested in land assembly projects through the Ontario Land Corporation. To parallel 
the increased activity in the housing and community development sector, the Province has 
greatly enlarged its investments in water treatment and waste control facilities. 


To ensure adequate future supplies of energy at reasonable cost, the Government has estab- 
lished the Ontario Energy Corporation and provided $100 million in start-up funding. The 
first major investment of the Corporation is a $100 million commitment to the Syncrude 
Project in Northern Alberta. 
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BORROWING TRENDS 


analysis of debt outstanding 
at March 31° 


per cent 


canada pension plan 
investment fund 


non 
public 
borrow- 
mes teachers’ superannuation 
fund 
the ontario municipal employees 
bli retirement fund 
public 
borrow- 
ings 


debentures and treasury bills issued 
to the public for general purposes 


1971 1972 1973 1974 1975 


*Excludes borrowings on behalf of Ontario Hydro. 


provincial borrowing activity 


The chart above illustrates the decreased dependence of the Province on public sources of 
financing. The Province has three major non-public sources of debenture funds, the Canada 
Pension Plan Investment Fund, the Teachers’ Superannuation Fund and the Ontario Municipal 
Employees Retirement Fund. Non-public debentures were the only source of financing 
required by the Province in fiscal 1975. 
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SUMMARY OF MINISTRY SERVICES 


(Comprehensive descriptions of the programs, activities and services of some ministries are 
made by their annual reports to the Legislature. Copies may be obtained from individual ministries 
on request. The Ministers named are those who held office at the end of the 1975 fiscal year.) 


GENERAL GOVERNMENT 


office of the lieutenant governor 
Hon. Pauline M. McGibbon, Q.C., B.A., LL.D. 


Administrative services required by Her Honour the Lieutenant Governor of Ontario. 


office of the assembly Hon. R. D. Rowe 


Includes allowances to members, the production of Hansard and certain support services. 


office of the premier Hon. William G. Davis, Q.C. 


Administrative and staff services for the Premier's Office and the functions supporting the 
Premier as head of Government. 


cabinet office 


This program involves the co-ordination of services provided to the Cabinet and Members of 
the Executive Council, to the Policy and Priorities Board, and the Policy Field Committees of 
Cabinet. It includes the responsibility for liaison and secretariat services required by the Cabinet's 
Legislation Committee. It also includes funds for Ministers Without Portfolio, the Youth 
Secretariat and the Regulations Committee. 


management board of cabinet Hon. Eric A. Winkler 


The Secretariat serves as the staff arm of the Management Board of Cabinet which is in effect 
the finance and administration committee of the Executive Council. The responsibilities 


assigned to the Management Board Secretariat reflect the function of the Board on whose 
behalf it acts. 


Programs and estimates 

Analysis and co-ordination of program proposals in the context of long term and annual 
planning e analysis of ministry submissions, especially the impact of proposed expenditures 
and administrative implications of alternative courses of action e co-ordinating the develop- 
ment and implementation of appropriate budget and general management systems e con- 
trolling expenditures of public money within the amount appropriated or otherwise provided 
for by the Legislature e monitoring program performance and ministry administration to ensure 
attainment of approved objectives. 
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Management policy 

Development, evaluation and co-ordination of basic management policies and techniques 
relating to the organization structure of ministries, and the role and relationships of agencies, 
boards and commissions e the acquisition and utilization of material resources and services @ 
the utilization of computer technology and information processing e reimbursement of employees 
for job-related expenditures e co-ordinating and assisting with the implementation of the 
Committee on Government Productivity’s recommendations. 


Operational review 

Provide independent and objective management-oriented reviews of the activities carried 
out by the various ministries and agencies to assist the line managers in improving the general 
level of their program management e monitor administrative policy to ensure adherence by 
ministries and agencies to the intent of service-wide administrative policies e recommend 
improved management practices and revision or clarification of policies where appropriate e 
follow up to ensure that recommendations are implemented. 


civil service commission Hon. Eric A. Winkler 


Administration of The Ontario Public Service Act and the recommendation of regulations 
thereunder e evaluation and classification of positions in the Civil Service and determination 
of entry qualifications e recommendation to the Government of salary ranges for those 
classifications which are not determined. by the collective bargaining process e recruitment 
of qualified people and their assignment to positions @ provision, assistance in or co-ordina- 
tion of staff development programs throughout the Civil Service, including French language 
training courses for Public Servants and others e through a process of collective bargaining, 
mediation and arbitration, establishes levels of compensation and terms of service acceptable 
to those employees who are members of a recognized bargaining unit e maintains equitable 
grievance and appeal procedures as required by law. 


office of provincial auditor F. Norman Scott, C.A. 


Audit of receipts and disbursements of public moneys torming part of the Consolidated 
Revenue Fund e audit of financial statements of the Province of Ontario as set out in the 
Public Accounts e reporting annually to the Assembly e audit of ministry and quasi-judicial 
agencies where authorized in the related governing statutes. 


government services Hon. James W. Snow 


Provision of accommodation 

Accommodation for Ministries and Agencies of the Ontario Government obtained by purchase, 
lease or construction e land surveying, land purchase, planning, design and construction 
of buildings e negotiation of leases e sale of land and buildings. 


Upkeep of accommodation 
Management and improvement of buildings owned by the Ontario Government e maintenance, 
repairs and minor alterations e safety program. 
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Supply and services 

Supply consolidation, purchasing and assets disposal services e publication service, print 
procurement and duplicating e central stationery and office supplies e mail, trucking, tele- 
phone and telecommunication services e translation bureau and Citizens’ Enquiry e protocol 
services, services to the Legislature, including accommodation services in Legislative Assembly 
Building e Legislative Library and press clipping service e employee benefits administration 
and payroll services e other payment services, cheque reconciliation and debt collection 
services e records management and storage e insurance and risk management e analytical 
and technical services pertaining to the above. 


Management and information services 

Management consulting, systems and computer services to all Ministries and Agencies of 
the Ontario Government e operational and financial systems design and implementation e 
EDP programming services e operation of computer centres. 


housing Hon. Donald R. Irvine 
This Ministry is charged with the responsibility of ensuring an adequate housing supply at 
reasonable cost within a sound planning framework, committing at the same time, the con- 


centrated support of all other areas of government that have a direct or indirect influence on 
the housing sector. 


Ministry administration 


Program planning and evaluation and management services coordination e oversees communi- 
cations, audit, legal branches and policy and program development. 


Ontario housing action program 


Provides financial and other incentives to municipalities and housing industry to accelerate the 
supply of moderate cost new housing. 


Housing development 


Consists of two Crown Corporations, Ontario Housing Corporation and Ontario Mortgage 
Corporation e develops assisted rental housing for low income and ownership housing for 
middle income e finances moderate income dwellings e assists co-operatives and non-profit 
housing ventures e assembles, services and markets land. 


Community planning 


Approves official plans, subdivision plans and other land use proposals e directs provincial 
commitment to various community renewal programs e administers North Pickering and 
Haldimand-Norfolk new town projects. 


Home buyers grant program 


Provides grants to first-time buyers of new and existing housing to facilitate home ownership. 
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revenue Hon. Arthur K. Meen 


Tax administration 

Administration of Ontario's principal tax statutes e corporations tax e income tax e gasoline 
tax @ motor vehicle fuel tax e tobacco tax e succession duties e retail sales tax e land transfer 
tax e race tracks tax e provincial land tax e land speculation tax e gift tax. 


Municipal assessment 

Valuation of all real property at market value e business assessments @ preparation of assess- 
ment rolls and notices and carrying out annual enumerations, providing an equitable base 
for municipal taxation, allocation of school support and grant structures e producing pre- 
liminary voters lists and juror selection lists. 


Guaranteed income and tax credit 

Administration and transfer payments of the Guaranteed Annual Income System providing 
a basic level of income security for senior citizens resident in Ontario e administration of the 
Ontario Tax Credit Program providing property tax credits, retail sales tax credits and pensioner 
tax credits to Ontario residents. 


Savings offices 
21 branches of the Province of Ontario Savings Office providing interest-earning savings 
deposit services to the public. 


treasury, economics and intergovernmental affairs 
Hon. W. Darcy McKeough 


Office of intergovernmental affairs 

Advises on Ontario's participation in Canada’s external activities e monitors Ontario's relations 
with other governments and develops proposals for improvement of intergovernmental 
machinery e assesses and advises on provincial relations with municipalities and maintains 
contact with Municipal Liaison Committee. 


Office of economic policy 

Advises on medium- and long-term provincial socio-economic policies and strategies e 
monitors and forecasts economic and social developments in Ontario, Canada and elsewhere 
e examines short-term economic and social consequences for Ontario of programs of other 
governments and the private sector. 


Fiscal policy division 

Plans taxation policy and tax reform programs e plans and co-ordinates the provincial budget 
and monitors its performance e provides a comprehensive view of municipal fiscal operations 
and examines municipalities’ independent financial capacities e integrates Ontario's inter- 
governmental fiscal relations and examines fiscal redistribution policies. 
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Treasury division 

Reports operations and position of province to Legislature and public e prepares public accounts 
e develops and implements policies on finance, debt management and use of provincial cash 
resources @® manages cash flow by monitoring income and expenditure e acts as Custodian 
of government securities e co-ordinates and implements basic concepts of management 
control. 


Urban and regional planning 

Develops policy recommendations on regional planning strategy and prepares comprehensive 
plans for the five provincial planning regions e develops proposals for local government 
reform and designs regional municipalities e develops provincial policies for community 
planning and co-ordinates planning objectives of local governments. 


Local government services 

Provides advice and assistance to officials of municipalities, local boards and commissions 
and the general public e administers federal, provincial and municipal loans, subsidies and 
grants to reduce property tax burden e supervises operations of Ministry's regional offices at 
Ottawa, Toronto, London, Sudbury and Thunder Bay. 


Central statistical services 

Provides ministries and agencies of the Ontario Government with central data collection, 
analysis and dissemination for planning and policy formulation and makes available statistical 
information to users outside government. 


Ministry agencies 

The Ontario Economic Council carries out research on issues of public policy, provides in- 
dependent advice to the government and promotes informed public discussion on economic 
affairs. 


The Niagara Escarpment Commission undertakes planning activities and programs to main- 
tain the Niagara Escarpment and the land in its vicinity substantially as a continuous natural 
environment and ensures that any development which occurs is compatible with that natural 
environment. 


The Ontario Land Corporation serves as a source of finance and an assembler of land for new 
towns and industrial parks to be developed with other government ministries and agencies 
and the private sector. 


JUSTICE POLICY FIELD 


justice policy Hon. John T. Clement, Q.C. 


This Cabinet Committee chaired by the Provincial Secretary for Justice is responsible for the 
development and co-ordination of the policy recommendations to Cabinet from within the 
Justice Policy field. 
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attorney general Hon. John T. Clement, Q.C. 


The law officer of the crown 

The Attorney General exercises the duties and responsibilities of the Law Officer of the Crown 
as prescribed by law and usage and supervises the administration of justice in the Province. 
The functions of this office include the following: 


Crown legal services 

Advice to the Government upon all matters of law connected with legislative enactments 
and upon all matters of law referred to the Minister by the Government e advice to the heads 
of the ministries and agencies of Government upon all matters of law connected with such 
ministries and agencies e conduct and regulation of all litigation for and against the Crown 
or any ministry or agency of Government including the responsibility for the direction of 
prosecutions under the Criminal Code and Provincial legislation. 


Legislative services and research 

Drafting, reviewing, publishing and consolidating Ontario legislation e advice to the Legis- 
lature, Government ministries and agencies and the public on matters of legislation @ research 
in the law and in the administration of justice including formulation of recommendations for 
remedial legislation. 


Administration of judicial trusts 

Administration of judicial, minors’ and mentally incompetent persons trusts e@ supervision of 
charitable financial interests e protection and preservation of reversionary interests of the 
Crown in right of Ontario. 


Administration of the courts 
Management of the civil and criminal courts of Ontario including the administration of all 
courts and judicial offices and the development of court rules and procedures. 


Legal aid and compensation to victims of crime 
Assistance in the protection of civil rights of Ontario citizens by the financing of the Legal 
Aid program and providing compensation for victims of crime. 


Administrative tribunals 

Impartial investigation services and compensation in matters of expropriation through the 
Land Compensation Board and the Board of Negotiation e provision of an appeal procedure 
for the review and administration of equity in property evaluations through the Assessment 
Review Court e implementation of a sound municipal development through the Ontario 
Municipal Board. 


consumer and commercial relations Hon. Sidney Handieman 


Ministry administration program 

Consists of a number of activities providing administrative and support services for the 
Operating programs (i.e. personnel, financial and administrative services), research and 
public information services. 
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Ontario Securities Commission program 

Review and acceptance of prospectuses filed with the Commission e investigation of 
securities transactions, process and review of applications received for registration and the 
publishing of Insider Trading Reports required by The Ontario Securities Act and Regulations. 


Ontario Pension Commission program 
Preservation of pension benefit entitlements; improvement of the quality and administration 
of pension plans. 


Financial institutions program 

Examination of Insurance and Loan and Trust Companies, Credit Unions and Cemeteries 
establishing that they are capable of meeting their obligations, that those who work in the 
industries are knowledgeable, competent and trustworthy and that the industries concerned 
are operated in the best interests of the public and with full and proper disclosure. 


Motor Vehicle Accident Claims Fund 
Compensation for innocent victims of the uninsured or unidentified motorist with respect to 
an accident occurring in the Province of Ontario. 


Business Incorporations program 

Issuance of certificates, letters patent and supplementary letters patent effecting incorporation 
and amendments thereto; provision of administration, legal, applications control, name 
searches, engrossing and records maintenance services. 


Business Practices program 

Licensing and regulation of Itinerant Sellers, Motor Vehicle Dealers and Salesmen, Travel 
Agents, Real Estate Brokers and Salesmen, Collection Agencies; operation of the Consumer 
Protection Bureau, administering legislation respecting pyramidic schemes and paperback 
and periodical distributors. 


Commercial Registration Appeal Tribunal program 


Provides for a system of appeals from the decisions of Government administrators affecting 
individual rights. 


Technical Standards program 

Public safety services e inspection of elevating devices e pressure vessels e safe and effective 
plumbing installations e examination, certification of applicants who qualify as operating 
engineers e licensing the operation of elevating devices and pressure vessels e handling and 
use of hydrocarbons e uniform building standards and upholstered and stuffed articles. 


Regulation of Horse Racing program 

(Administered by the Ontario Racing Commission under The Racing Commission Act.) 
Governing, direction, control and regulation of horse racing in Ontario e registration of colours, 
contracts, and partnerships e employment of stewards, veterinarians, judges and clerks at the 
tracks e payment of grants to encourage the horse racing industry in Ontario. 


Theatres program 
Maintenance of a reasonable standard of decency in films to be exhibited. 
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Lotteries program 
Minimization of unsatisfactory practices in the operation of lotteries permitted under the 
Criminal Code. 


Property Rights program 
Assurance that ownership of an encumbrance affecting real and personal property to be 
properly retained and readily ascertained. 


Registrar General program 
Registration and issuance of certificates for births, marriages and deaths e Statistics, issuance 
of licences, banns and authorization for marriages. 


correctional services Hon. R. T. Potter, M.D. 


Correctional program 

e Adults: 

Supervision by probation/parole officers of adults put on probation by the courts e custody, 
for prescribed periods, of persons sentenced by the courts to serve less than two years e 
provision of training and treatment services to persons in custody that will afford them better 
opportunities for successful personal and social adjustment e modification of the attitudes 
of persons in custody to assist them towards more law abiding behaviour in the community. 


Services to persons in custody 

e Women: 

“Therapeutic community” treatment e clinical services e educational services e vocational 
training services e library services e religious services e recreational programs @ aftercare 
services @ probation services. 


e Men: 

Educational services e vocational training services @ training in good work habits e library 
services e religious services @ recreational programs e clinical services @ behavioural modifica- 
tions e aftercare services e probation services. Operation of 12 Community Resource Centres 
for selected offenders, on employment or educational temporary absence, or Native persons 
who would otherwise be incarcerated in northern institutions. 


Provincial adult institutions 
1 centre for women e for men: 7 correctional centres, 5 adult training centres, 1 clinic, 1 institute 
and 4 forestry camps e 36 jails for men and women e 3 regional detention centres. 


Program for juveniles 

Supervision by probation/aftercare officers of juveniles put on probation by the courts. 
Comprehensive program to meet the needs of each child e educational programs e clinical 
and medical services e recreational programs e library services e religious activities @ aftercare 
services e probation services. 


29 


Training schools 

10 training schools for juveniles (including 1 Roman Catholic school), 2 D.A.R.E. camps 
(Development through Adventure, Responsibility and Experience) e 1 reception and assess- 
ment centre. 

37 group homes for young persons not requiring the more structured setting of a training school. 


solicitor general Hon. John T. Clement, Q.C. 
Acting Solicitor General 


The Solicitor General exercises the duties and responsibilities of the administration of law 
enforcement and public safety in the Province. 


Ontario Police Commission 

Assistance in co-ordinating the work and training of police forces throughout the Province 
as provided for by statutes and regulations e administration of quasi-judiciary, regulatory 
and investigative powers throughout the Province e maintenance of a system of statistical 
records for research studies of criminal activities and related matters to aid law enforcement 
e advice to Boards of Commissioners of Police, Police Committees of Municipal Councils, 
other police authorities and Chiefs of Police on all matters related to policing e planning 
and development of integrated support services needed by police forces to combat criminal 
elements e operation of the Ontario Police College in Aylmer. 


Ontario Provincial Police 

Policing and patroling of all King’s Highways including accident investigation and conduct 
of traffic safety education programs e general policing in those parts of Ontario where there 
is NO municipal police force e assistance to municipal police forces with enforcement duties 
® specialist services in all aspects of criminal investigations, under-water search and recovery, 
bomb disposal, etc. e marine enforcement of Ontario’s lakes and rivers e license of private 
investigators and security guards e central registry of licensed firearms and shooting clubs 
e telecommunication network between Ontario Provincial Police locations and other police 
agencies. 


Ontario Police Arbitration Commission 

Bargaining/arbitration procedures under the Police Act e maintenance of a panel of part- 
time arbitrators e administrative matters in connection with the conduct of arbitration, research 
and evaluation of the effectiveness of this system and recommendations for improvement. 


Public Safety Division 

Specialized and systemized analyses to present facts to the Province’s judicial system e 
plans for peacetime and wartime emergencies e promotion of adequate standards for fire 
safety services e determination of causes of fires and review of building plans in terms of 
fire safety standards e provision of the coroners’ system e determination of causes of death in 
unnatural circumstances to prevent or minimize future loss of lives e services and expertise 
in forensic sciences and pathology e providing designated schools of anatomy with sufficient 
materials for teaching. 
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RESOURCES DEVELOPMENT POLICY FIELD 


resources development policy Hon. Allan Grossman, C.L.U. 


This Cabinet Committee, chaired by the Provincial Secretary for Resources Development, 
is responsible for the development and co-ordination of policy recommendations within the 
Resources Development field. 


agriculture and food Hon. William A. Stewart 


Consultative services 

Professional advice and technical assistance on all facets of the agriculture and food industry 
including use of food land, to producers, service industries and consumers @ services to farmers 
on farm management and efficient production of high quality livestock and crops @ inspection, 
regulation, technical assistance to milk producers e legislation enabling commodity marketing 
boards to market the full range of farm commodities e farm product inspection services ensuring 
quality and freshness for consumers e domestic and foreign market development for Ontario 
farm products; consumer education programs for maximum utilization of Ontario grown products 
e comprehensive insurance coverage on a wide range of crops e ARDA programs for maximum 
utilization of human, land and water resources e recruitment of people for the farm labour 
work force e training of homemakers and 4-H Club members in domestic sciences, household 
budgeting and community improvement e assistance to agricultural fairs, exhibitions, plow- 
ing matches and livestock shows e licensing of community livestock sales e regional veterinary 
laboratories e meat inspection services @ animal health services @ animal disease and dead 
animal disposal regulation e agricultural economic research and statistical services e market 
information on agricultural commodities. 


Provincial facilities 

Colleges of agricultural technology at Ridgetown, Centralia, Kemptville and New Liskeard e 
research stations at Vineland, Simcoe and Bradford e pesticides laboratory at Guelph e Ontario 
Agricultural Research Institute e veterinary laboratories at Ridgetown, Centralia, Guelph, 
Brighton, Kemptville and New Liskeard e major livestock research facilities at Elora and Arkell 
contracted to the University of Guelph e Ontario Agricultural Museum, Milton. 


Grants and loans 

Drainage, livestock, soil and crop grants and subsidies e grants to agricultural and horti- 
cultural societies and associations e farm improvement grants e loans to agricultural co- 
operatives. 


energy Hon. Dennis R. Timbrell 


Reviews energy matters on a continuing basis e advises the Government on matters of policy e 
co-ordinates the energy-related activities of the Government e provides policy direction 
to Ontario Hydro and technical support to the Ontario Energy Board e the Ontario Energy 
Board, following public hearings, approves and fixes rates for the sale, transmission, distri- 
bution and storage of natural gas e reports on proposed increases in electric power rates e 
grants leave to expropriate land and construct pipelines e approves municipal gas franchise 
agreements. 
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environment Hon. William Newman 


Environmental assessment 

Assessment of the current and potential effects of various pollutants e development of 
environmental standards and abatement strategies and ensuring that environmental safeguards 
are incorporated into land use policies e applied research in the areas of water and waste 
water treatment. 


Environmental control 

Ensuring that all contaminants emitted into the environment are within Ministry standards 
by on-site surveillance and inspection e implementation of new abatement programs e issuance 
of control orders and investigation of public complaints e development and management 
of sewage and water treatment plants. 


Resource recovery 

Development of a Provincial policy for the recovery and utilization of the components of solid 
waste and development of specialized techniques for the restoration and enhancement of 
environmental quality. 


Grants 

Payments towards the cost of sewage and water facilities for certain Municipalities qualifying 
for assistance e subsidies to Provincial Health Units under Part VII of the Environmental 
Protection Act e grants under the Pollution Abatement Incentive Act to encourage the installa- 
tion of pollution abatement equipment. 


industry and tourism | Hon. Claude Bennett 


Industry 

Assist companies to find new business opportunities e search out and apply new technology 
and processes e expansion of industrial facilities e establish new operations e up-to-date 
local information to reduce company costs and time e data on transportation, utilities and other 
services e material availability and sources, labor availability and rates e offer advice on plant 
layout and materials handling systems e involvement in waste processing and recycling e 
technology seminars and missions e research library e manufacturing opportunities and bulletin 
@ joint ventures and licensing arrangements e product prospecting missions e manufacturing 
days program. 


Trade 

Assist in distribution methods e on-site consultation e forums and conferences e trade shows 
and exhibitions e Eedee and Trillium awards program e commodity sector studies e licensing 
and joint ventures with other provinces and countries e sourcing Ontario-made products e 
plan sales marketing programs for companies e trade missions e income buyer, agents and 
manufacturers program e export seminars e economic studies of export markets e tariffs and 
freight forwarding information e market and export studies. 
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Tourism 

Consultation with established and new tourism operators @ advice to potential tourism developers 
e surveys on visitor habits, destination and expenditures, recreational activities and facilities 
e supports 12 regional travel associations @ promotion, publicity and advertising e film library 
e travel counselling services e convention promotion. 


Small business operations 

Maintains regional and field offices in the province and around the world e industrial develop- 
ment officers provide business counselling through government programs and research groups 
e consulting services on financial assistance e selective placement service of skilled workers e 
provide information on available industrial sites, income and realty taxes, utilities, transportation 
e pollution control regulations e provide international counsel e encourage foreign concerns 
to buy Ontario-made products e joint ventures or licencing arrangements e locate new manu- 
facturing facilities. 


Ontario Development Corporation, Northern Ontario Development and 

Eastern Ontario Development Corporation 

Provides financial and advisory services e administer a variety of special incentive loans under 
the Ontario Business Incentive Program e financial assistance for industrial mortgages, lease- 
backs, term and venture capital loans, assist tourist industry, consultative services to small 
business. 


Ontario Place Corporation 
Operation and continued development of the Ontario Place provincial exhibit and recreational 
centre. 


labour Hon. John P. MacBeth, Q.C. 


industrial relations 

Services to promote harmonious labour-management relations e enforcement and provision 
of rulings on bargaining rights and unfair practices e mediation and arbitration services on 
contractual disputes e construction industry review panel. 


Safety 
Occupational safety services e construction and logging sites and commercial and industrial 
premises e approval of drawings of new or modified plants, shops and office buildings. 


Workmen’s compensation 
Compensation and pension benefits to injured workmen and their dependants e vocational 
and medical rehabilitation e safety education services. 


Human rights 

The Ontario Human Rights Commission provides protection to persons against discrimina- 
tion in employment, housing and public accommodation e community problem solving in 
areas where inter-group and human rights problems exist. 
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Employment services 

Enforcement of employment standards to protect the workforce from undesirable employ- 
ment practices e hours of work e vacations with pay e minimum wages e overtime and vacation 
pay e equal pay for equal work e notice of termination e maternity leave e industrial standards 
e fair wages On government contracts. 


Employment adjustment services assist in coping with the employment effects of change 
such as mass layoffs. 


Women’s programs 
Career counselling advisory services e vocational information for school girls through Women’s 
Bureau. 


Promotion of equal employment opportunity in government through the Women Crown 
Employees Office. 


natural resources Hon. Leo Bernier 


Land management 

e Lands 

The development of comprehensive planning programs for all uses of Crown lands and waters e 
land capability inventory for long-range planning and participation and coordination with 
regional development planning. 

Retention and disposal of Crown lands through the development and implementation of land 
use plans e conducting and restoration of Crown surveys e land acquisition for public use. 
Administration of the disposal of mining lands including the licensing of prospectors, claim 
recording administration and judicial services on Crown land. 


e Field services 

Environmental protection of provincial forest lands and, by agreement, municipal and other 
private forest lands are protected against damage by fire, insects and disease e protection of life 
and property from forest fires e waste disposal areas e management of water resources e water 
regulation e construction and maintenance of resource access roads. 


e Conservation authorities 
Provision of assistance to conservation authorities. 


Outdoor recreation 

e Fish and wildlife 

Habitat improvement e updating and enforcement of regulations e recording inventories e 
measurement of harvest and participation-establishment of provincial wildlife and fishing areas 
e agreements with landowners to provide improved habitat and fishing and hunting opportuni- 
ties e production and distribution of hatchery fish. 


e Parks 
Development and maintenance of numerous water access points, canoe routes e development, 
maintenance and operation of the provincial parks system e planning and development of park 
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interpretive programs e recreation supply and demand research e establishment of park planning 
methodology and preparations of park master plans e financial assistance to municipalities 
towards the acquisition and development of land for parks @ advisory services to individuals, 
organizations and municipalities for park and recreation developments—responsible for the 
Park Commissions (St. Clair Parkway Commission, Niagara Parks Commission, St. Lawrence 
Parks Commission). 


Resource products 

e Mines 

Geological reconnaissance surveys of selected areas of the Province by aircraft and detailed 
ground surveys, geophysical, geochemical and geological mapping services studies in mineral 
economics e mineral inventory surveys e analytical and mineralogical laboratory services. 
Inspection of oil and gas wells and mines for health and safety hazards e inspection and safety 
testing of mining equipment and cables. 


e Forests 

Timber resources management for optimum sustained yield of forest products including timber, 
wildlife, recreation and aesthetics e the production and planting of trees e inventory and planned 
management of forests e advice, management assistance and financial aid to owners of wood- 
lands e management of forests on behalf of Conservation Authorities and municipalities. 


e Commercial fish and fur 
Services to the commercial fishing and fur industries. 


transportation and communications Hon. John R. Rhodes 


The Ministry is responsible for planning, construction and maintenance of an integrated and 
balanced transportation system within the Province. This includes services embracing free- 
ways and highways, commuter rail, bus and dial-a-bus, air services and airport facilities, ferry 
services and various electronic communications. It is also responsible for the examination, 
licensing and control of all drivers and vehicles in the Province. 


Planning and programming 

Analysis, evaluation and justification of surface transportation projects e definition of project 
priorities in relation to available funds e highway construction e experimental projects for 
transit development e research into various modes of transportation e environmental and 
ecological planning e accident experience and causes on freeways and other types of highways. 


Air services and airports 

Operation of norOntair, a STOL demonstration project in Northeastern and Northwestern 
Ontario e financial assistance to municipalities, corporations and individuals for establishment, 
extension and improvement of airport facilities e intra-provincial air transport studies @ appeal 
services. 
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Rail transportation 

Operation and administration of the Ontario Northland Railway and associated bus and truck 
freight transport systems under the auspices of the Ontario Northland Transportation Com- 
mission e other services include operation of the excursion train ‘Polar Bear Express” and the 
excursion vessel ‘‘Chief Commanda’, the Tobermory-South Baymouth ferry service using it’s 
newest ship, “The Chi-Cheemaun”, a restaurant and hotel, and a communications network 
in Northern Ontario. 


Lakes and seaways 
Collection and analysis of data relating to Great Lakes ports and seaways e economic and 
technical studies @ appeal services. 


Communications 

A telecommunications policy to represent the interests of Ontario's citizens in matters associated 
with radio and television broadcasting e educational television e special purpose video e data 
transmission systems e telephone and telegraph services e the use of communications satellites. 


SOCIAL DEVELOPMENT POLICY FIELD 


social development policy Hon. Margaret Birch 


This Cabinet Committee, chaired by the Provincial Secretary for Social Development, is 
responsible for the development and coordination of policy recommendations within the 
Social Development Policy Field. 


colleges and universities Hon. J. A. C. Auld 


Grants 

Grants to provincially-assisted universities and colleges for operating purposes and debenture 
repayments e grants to church-related institutions for operating purposes e grants to compen- 
sate for municipal taxation e loans to provincially-assisted universities through the Ontario 
Universities Capital Aid Corporation (which purchases debentures from the Universities) to 
finance construction of physical facilities e grants to university students through the Ontario 
Student Awards Program, Ontario Graduate Fellowships and other programs e grants to 
cultural institutions for operating purposes e grants for Training in Business and Industry e 
grants for Management Development Program e grants for manpower retraining. 


Special studies 

Enrolment forecasting e research on space utilization and space management for the uni- 
versities e publication of HORIZONS and AFTER 8, guides to educational opportunities in 
Ontario beyond the secondary school level e studies involving assessment of the operating 
grant formula e studies concerning capital formula allocations e research into trends and 
developments in higher education e studies of new approaches to student aid @ studies in- 
volving manpower retraining. 


36 


Provincially-assisted universities and colleges 

Brock University e Carleton University e University of Guelph e Lakehead University e 
Laurentian University e McMaster University e Ontario College of Art e University of Ottawa 
e Queen's University e University of Toronto e Trent University @e University of Waterloo e 
Wilfred Laurier University e University of Western Ontario e University of Windsor e York 
University e Ontario Institute for Studies in Education @ Ryerson Polytechnical Institute. 


Colleges of applied arts and technology 

Algonquin College e Cambrian College e Canadore College e Centennial College e Con- 
estoga College e Confederation College e Durham College e Fanshawe College e George 
Brown College e Georgian College e Humber College e Lambton College e Loyalist College 
e Mohawk College e Niagara College e Northern College e St. Clair College e St. Lawrence 
College e Sault College e Seneca College e Sheridan College e Sir Sandford Fleming College. 


Other institutions 

Art Gallery of Ontario e Royal Botanical Gardens e Royal Ontario Museum e The Law Society 
of Upper Canada (Bar Admission Course) e Ontario Science Centre e Ontario Council ‘for 
the Arts e Ontario Educational Communications Authority e Ontario Heritage Foundation e 
McMichael Canadian Collection of Art e Ontario Libraries and Local Museums e Elliot Lake 
Centre for Continuing Education. 


community and social services Hon. René Brunelle 


Family benefits 

Provincially administered, long-term financial assistance to persons in need who are elderly, 
disabled, blind, mothers or unemployed fathers with dependent children @ hospital and medical 
insurance for eligible Old Age Security recipients e dental care for recipient families with 
children. 


Municipal welfare 

Municipally administered, provincially subsidized short-term financial assistance under General 
Welfare Assistance Act to persons and families temporarily unable to support themselves e 
subsidies to Municipalities for administration costs and for purchased services of visiting 
homemakers and nursing services. 


Special services 

Family counselling services to help persons deal with social problems and achieve self-support 
e grants to voluntary agencies offering credit/debt counselling services @ financial assessment 
of applicants for legal aid. 


Rehabilitation services 
Rehabilitation services for mentally, physically or emotionally handicapped persons, to develop, 
restore or improve their working capacity and to place them in safe, satisfying employment. 


Residential care and services for adults 
Provincial assistance in the form of capital and operating grants to Municipal and Charitable 
Homes for the Aged, rest homes, elderly persons centres, hostels, correctional half-way houses. 
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Child welfare 

Adoption Services and Provincial assistance to Children’s Aid Societies providing services 
for the care and protection of dependent children, and services for their families to prevent 
family breakdowns and, where possible, re-establish broken homes. 


Children’s institutions 
Capital and operating grants to voluntary organizations providing institutional care for mentally 
retarded children and adults, unwed mothers, and children with emotional difficulties. 


Day nurseries 
Licensing of day nurseries and Provincial assistance to municipalities or organizations pro- 
viding day nursery services. 


Citizenship 

Point of entry reception and information services for newcomers e special programs related 
to integration of newcomers e classes in English and Citizenship @ training programs and 
training materials. 


Community development 

Promotion of citizen participation in community affairs e educational programs concerning 
decision-making models and material relating to effective citizen and community involve- 
ment e aid to community groups and agencies through financial assistance and extensive 
staff consultations e community conferences, information and advice centres. 


Indian community 

Special services to the Native people and their leaders in the management of their own affairs 
e financial assistance for Indian Community projects such as communications, cultural and 
social, economic development and other services. 


Youth and recreation 

Certification of recreation directors e advice and assistance to municipalities on program 
development, leadership training and organization development e financial assistance to 
Regional and Provincial recreation organizations e capital grants to communities for the 
establishment of community centres/recreation facilities. 


Special community projects 
Employment opportunities for young persons in community projects and social service 
activities. 


Athletics commission 

Supervision of professional and amateur boxing and wrestling in Ontario e consultation with 
athletic organizations and assistance to amateur sport in the form of equipment, materials, 
awards, rules and regulations, plans and advice. 


38 


culture and recreation Hon. Robert Welch, Q.C. 


This new Ministry was established January 14, 1975 with objectives which include: 
® preserving and maintaining the cultural heritage of residents of Ontario with full recog- 
nition of their diverse traditions and backgrounds; 
@ promoting access to the benefits of citizenship and of active involvement in the cultural 
and recreational life of the province; and 
e stimulating the development of new forms of cultural expression and promoting the 
concept of individual and community excellence. 
Existing programs and activities continued to be administered and financed under various other 
ministries for the balance of the fiscal year. 


education Hon. Thomas L. Wells 
Elementary and secondary education 

Development of the aims and objectives of public education in Ontario e resource and consulta- 
tive services to teachers and school boards regarding curriculum and school organization e 
assessment, development and publication of approved curriculum guidelines e assistance in 
the development and appraisal of courses of study at the local level e evaluation of textbooks 
and other learning materials to determine their suitability for approved programs e support 
and promotion of educational research activities through contractual agreements, grants-in-aid, 
and the grant to the Ontario Institute for Studies in Education e workshops and summer 
courses for teachers for professional upgrading and improvement of teaching e operation of 
teachers’ colleges and liaison with teacher education in universities e consultative service and 
financial assistance to the Ontario Educational Communications Authority e certification of 
teachers, principals and supervisory officers e issuance of student diplomas and certificates e 
consultation on special education classes for emotionally disturbed, neurologically impaired 
and retarded children e investigation of problems of culturally deprived children e Ministry- 
operated residential schools for the blind and the deaf e correspondence classes for Ontario 
residents out of reach of schools e staffing teachers of Hospital Schools. 


Grants and finance 

Research into building costs, enrolment trends, school design and construction e approval of 
school building programs e distribution of operating grants from the Provincial Treasury to 
elementary public and separate school boards and boards of education e review of spending 
programs of school boards and advice to them. 


health Hon. Frank S. Miller 


Ministry support services program 

Provides administrative and support services for the operating programs. 

Supports and complements medical and other practitioners and private and public health 
agencies in the promotion of health and the prevention and control of disease. Provides for 
the development and management of: the hospital system e the homes for special care, extended 
care and home care operations e the diagnostic treatment, training and rehabilitation services 
for the mentally il! in facilities operated by local agencies e the administration, operation and 
control of the Ontario Health Insurance Plan. 
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Promotion and protection program 
Provides financial assistance to local health agencies and health resources development. 


Treatment and rehabilitation program 

Provides financial assistance for the operation of hospitals and related facilities e payments 
under the following programs: homes for special care e extended care e home care e com- 
munity mental health e Ontario Health Insurance Plan. Development and management of the 
Ministry facilities providing: preventative, diagnostic, treatment, training and rehabilitative 
services for the mentally ill @ laboratory testing service. 


Ministry agencies 

Alcoholism and Drug Addiction Research Foundation: research in alcoholism and addiction 
to substances other than alcohol; providing treatment and rehabilitation programs e Ontario 
Mental Health Foundation: research, diagnosis and treatment in mental health e Ontario Cancer 
Treatment and Research Foundation: diagnosis, treatment and research in cancer e Ontario 
Cancer Institute: operates a hospital for cancer diagnosis, treatment and research. 
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It is with pleasure that | present the 1976 
Financial Report of the Province of Ontario. 


During the significant economic slowdown 
of 1975 the Government introduced strong 
fiscal measures which led Ontario back 
toward a recovery position by the end of the 
calendar year. These measures were pur- 
posely temporary in nature to avoid locking 
the Province into higher spending levels. 


This report highlights the major aspects of 
Ontario's finances and reports in a summary 
form the final results for the fiscal year ended 
March 31, 1976. The Public Accounts sub- 
mitted to the Legislature annually should be 
referred to for detailed information. The 
policy aspects of Ontario's financial opera- 
tions are discussed in the annual Ontario 
Government Budget. 


Comments or queries will be welcome and 
should be directed to the Treasury Division 


of the Ministry of Treasury, Economics and 
Intergovernmental Affairs. 


SS ean 


Toronto, September 1976 


ONTARIO FINANCES 1975-76. 


To stimulate the Ontario economy and counteract external recessionary forces, the Province im- 
plemented a series of tax cuts and incentive programs during 1975. These measures in brief were: 


e areduction of the retail sales tax from 7 per cent to 5 per cent from April 7 to December 31, 1975: 


e rebating to consumers the entire sales tax on new car purchases from July 7 to December 31, 
1975; and 


@ providing a $1,500 grant to first time homebuyers, from April 7 to December 31, 1975. 


By the end of 1975, the Ontario economy was on a firm recovery path, and as of January 1, 1976 
the homebuyers’ grants program ended and the retail sales tax was returned to 7%. The total cost 
of these temporary measures is estimated at $590 million. As a longer term measure to encourage 
investment and increase productivity, the retail sales tax was also removed from machinery and 
equipment purchases delivered before December 31, 1977. A full presentation of the economic 
recovery in Ontario is available in Budget Paper A of the 1976 Ontario Budget. 


Budgetary expenditure in the year to March 1976 increased to $10,632 million from $8,821 million 
the previous year due in large part to the increased costs of social programs. In support of these 
costs budgetary revenue, after the effect of the temporary measures, yielded $9,152 million against 
$8,275 million the previous year. 


Through its lending and investment actions, the Province continued its financial support of other 
jurisdictions, most notably Ontario Hydro, and the education, housing and environmental fields. 
The net new loans and investments were $1,056 million, up from $1,022 million the previous year. 


The Province placed three public issues of $150 million each in the year. A further $325 million in 
net financing was obtained through the re-introduction of a 91 day Treasury Bill program. These 
additional resources financed the cost of the economic measures and improved the Province’s 
liquid reserve position. 


BUDGETARY REVENUE 
major revenue sources 
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In 1975-76 the growth in the Province’s revenue from taxation was interrupted when the Govern- 
ment introduced a temporary cut in retail sales tax and a rebate of the retail sales tax On new cars. 
These measures are estimated to have reduced the revenue from retail sales tax by $500 million. 
The yield in personal income tax was affected by slower growth in personal income during 1975 and 
by the effect of indexing. The Ontario tax credit program which relieves the burden of sales taxes 
and municipal property taxes on the elderly and families with modest incomes is delivered through 
the income tax system. The program cost, which is charged against personal income tax revenue, 
increased by $85 million to $391 million for the year. 


These factors were partially offset by a continued buoyant growth in corporation taxes from $892 
million to $1,140 million. In addition the Province received revenue guarantee payments from the 
federal government amounting to $255 million as against $49 million in 1974-75. Revenue guarantee 
payments compensate the Province for a reduction in provincial income taxes as a result of income 
tax changes introduced in 1972 by the federal government. 


federal government payments 


The federal government assists the Province in financing a wide variety of health, education and 
welfare programs through cost-sharing agreements and payments for these programs rose to 
$1,930 million from $1,517 million in the previous year. The largest increase came in the hospital 
insurance agreement where the Province’s own costs increased by $358 million resulting in a $197 
million increase in federal government contributions. The next largest increase was $144 million 
under the Canada Assistance Plan which shares 50% in the cost of specified social welfare programs. 


BUDGETARY EXPENDITURE 
expenditure functions 


The Province of Ontario administers its responsibilities through a number of ministerial portfolios 
which are grouped into policy fields for co-ordination of programs. Thé chart below illustrates the 
levels of budgetary expenditure by policy field for a five year period. The statement of expenditure 
on page 15 reports the comparative level of expenditure by ministry for the fiscal year. 


$ billions 


11 
per cent 


health 


education, colleges 
and universities 


other social development 


resources development 


justice policy 


general government 


interest 


TZ: Os 1974 (Ss 1976 


Whilst budgetary expenditure has grown considerably in the last five years, an analysis of the 
expenditure into the four major policy fields of the government shows that each policy field has 
largely maintained its proportion of total expenditure. Though there has been much criticism of 
“expenditure ceilings’ and “‘cut-backs”, the chart shows clearly that the aim of these fiscal re- 
strictions Is to prevent some sectors from absorbing a greater proportion of available funds rather 
than reduce their absolute levels of expenditure. 


Three minor trends are discernible from the chart. Other social development increased in the last 
year due to the creation of the Ministry of Culture and Recreation and its support of heritage, arts, 
multicultural groups, community information and sports and fitness. General Government includes 
unconditional grants paid to municipalities which were running at record levels. Education, Colleges 
and Universities has been showing a slow decline and is a reflection of the decreasing primary 
school enrolment. 


Interest on the provincial debt has been held to a level proportionately lower than in 1974. 


major components 


Almost 72% of provincial expenditures are in the form of transfer payments, i.e. grants, subsidies and 
allowances paid to persons, agencies and other government bodies. Of the balance of provincial 
expenditures, the major components are employees’ salaries and related costs and interest paid on 
debt obligations. 
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OTHER EXPENDITURE 
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education support payments 


The Ministry of Education, responsible for primary and secondary education in the Province, 
administers a school board finance policy which provided for support payments of $1,575 million to 
cover approximately 60% of education costs. The balance of school board costs Is raised by property 
taxes collected at the municipal level of government. In March 1976 the elementary and secondary 
school population in Ontario was 1,400,000 and 600,000 respectively. The statistics for recent 
years show a decreasing elementary school population, while secondary school enrolments are still 
increasing marginally but are forecast to peak in 1977. 


The Ministry of Colleges and Universities is responsible for post-secondary education. The fifteen 
universities in the Province received in total $650 million in support payments which amounted to 
approximately 80% of costs with the balance coming mainly as fees from 150,000 full-time and 
75,000 part-time students. In the latter half of the 1960's the Province initiated a community college 
concept to fill specific post-secondary educational needs in the applied arts and technical fields. 
The $301 million in support payments to these community colleges covered approximately 87% 
of costs with the balance being paid by student fees. Total enrolment across the Province is 75,000 


full-time and more than 100,000 part-time students. 
— continued 


major components —continued 


ontario health insurance plan 


During the year the plan paid $742 million to physicians, $1,634 million for the operations of hospitals 
and ambulance services and $100 million for extended health care and home care assistance. This 
total of $2,476 million accounted for 23.3% of all budgetary expenditure. The plan was partly 
funded by federal government contributions of $1,136 million, and premiums of $573 million, the 
balance of $767 million being funded by general revenue. The hospital services provided 14.6 
million patient days to an insured population of 8.2 million, served by some 15,000 medical prac- 
titioners who presented the plan with 51 million claims. 


In the last two years costs have increased by 45% with the bulk of this increase coming from the 
Operation of hospitals. Although the federal government payments almost kept pace with this 
increase, OHIP premiums have not, and as a result the funding required from general revenue 
increased from $396 million to $767 million in the period, an increase of 94%. The Treasurer an- 
nounced premium increases in April 1976 to help restore the former balance of financing sources. 
Budget Paper B in the 1976 Budget discusses health financing in detail. 


income support payments 


The Ontario tax credit program is an instrument for delivery of income support to low and modest 
income families by providing relief from property and sales taxes. As outlined under the commentary 
on budgetary revenue this program distributed $391 million in the last year through the mechanism 
of the income tax system. In addition to the tax credit program the Province’s budgetary expenditure 
in respect of Income maintenance programs amounted to $585 million for a grand total of $976 
million. Of this, the Province paid $332 million in direct assistance to support over 200,000 indi- 
viduals who are disdbled or unable to provide their own financial support. Another $105 million in 
direct assistance was paid as income supplements (GAINS) to more than 250,000 pensioners. 
The remaining $148 million of income maintenance payments was paid as subsidies to municipal 
agencies in support of local welfare costs. The economic environment and the rate of inflation 
increased the caseload and dictated revisions to rates in the direct assistance programs and as a 
result payments were $121 million more than the previous fiscal period. Other social welfare pro- 
grams experienced similar pressures. 


interest 


The interest on outstanding debt has grown to $867 million from $688 million in the previous year. 
This increase can be attributed to both an increase in the amount borrowed and higher interest 
charges. A significant offset to gross interest expense is the interest revenue from loans, advances 
and investments made by the Province. This revenue increased by $78 million to $533 million for 
the year. 


salaries, wages and employee benefits 


The majority of the 67,000 employees in the provincial civil service are providing direct services to 
the public. The services provided vary widely from staffing psychiatric hospitals and mental re- 
tardation facilities to development and maintenance of highways, parks and recreation facilities and 
O.P.P. law enforcement. The cost in 1975-76 was $1,236 million. 


During the fiscal year the government adopted a number of measures to restrain rising expenditures 
in all areas. One facet in this restraint program was a reduction in the civil service complement. 
By March 31, 1976, the complement totals had been reduced by more than 3,000 positions to 
approximately 67,000 with a further 1,000 positions scheduled to be eliminated during 1976-77. 


LOANS, ADVANCES AND INVESTMENTS 


During the fiscal year the four largest areas of capital investment were advances to Ontario Hydro, 
education, housing and water treatment and waste control facilities. 
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ontario hydro 


In addition to guaranteeing Ontario Hydro bonds 
issued in Canada and internationally, the Province 
borrows in the U.S. and flows the proceeds directly 
to Ontario Hydro as a provincial investment. The 
chart shows the provincial investment through this 
flow-through financing mechanism. 


education 


Through The Ontario Education Capital Aid Corpora- 
tion and The Ontario Universities Capital Aid 
Corporation, the Province has financed a substantial 
investment in education facilities over the last ten 
years. The post-war bulge in the population which 
was moving through the school systems during the 
1960's forced a heavy emphasis on education. 
Consequently, as can be seen in the graph, invest- 
ment in education facilities moved to high levels 
until 1972. With facilities then basically in place, 
investment has since been reduced. 


housing 


The maintenance of a high standard of housing has 
always been a priority concern of Ontario. In past 
years direct construction of units for rental and 
direct acquisition of serviced lots for the home 
ownership plan was a major element of the Province’s 
housing strategy. The emphasis now however !s 
aimed at indirect stimulation of the market by 
making loans available to municipalities, developers 
and individuals for residential housing purposes. The 
chart shows that this form of assistance now far 
exceeds the more traditional methods of direct 
construction and supply of serviced lots. 


water treatment and waste control 
facilities 

The Ministry of the Environment directs a compre- 
hensive program aimed at providing the citizens of 
Ontario a uniformly high standard of water and 
waste management. The essential element in this 
program has been the provincial investment in, and 
operation of, water treatment and waste control 
facilities. The chart illustrates the recent increases In 
investment which have made Ontario a leader in the 
management of water resources. 


9 


ONTARIO’S FINANCIAL POSITION 


MARCH 31, 1976 


ASSETS LIABILITIES 
LOANS TO HYDRO TRUST AND OTHER ACCOUNTS 


CASH 
OTHER LOANS 
AND ADVANCES 
NET DEBT 
1975 | 
The illustrations on this page display the financial position of the Province at March 31, 1976 and 
the previous four fiscal year-ends. The righthand side of each circle shows the cumulative obligations 
which have been incurred, while the left represents the recorded asset categories. Net debt is the 


difference between the obligations and the recorded assets and is also the accumulation of annual 
budgetary deficits since Confederation. 


NON-PUBLIC 
BORROWING 


1972 


Provincial 
Purposes 


Ontario 


1973 


1974 


Until 1975 the Province was trending to greater reliance on non-public sources of funds. These are 
primarily pension funds from the Canada Pension Plan’Investment Fund, the Teachers’ Super- 
annuation Fund and the Ontario Municipal Employees Retirement System. However in 1975-76, 
the Province borrowed $775 million from public sources to meet higher cash requirements. With 
projected cash requirements at $659 million less than the previous year, the Treasurer has stated 
that the Government of Ontario, apart from lengthening the maturity of existing obligations, would 
not require any net new public borrowing for provincial purposes in 1976-77. The charts also 
present a visual display of the flow-through nature of public borrowing for Ontario Hydro purposes. 


The net debt of the Province grew in absolute and relative size in 1975-76. The tax cuts and incentive 
expenditure programs initiated to stimulate the economy affected the budgetary deficit and thereby 
added to the net debt at March 31, 1976. 
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BASIS OF REPORTING 


The financial statements of the Province of Ontario reflect the use of the ‘‘cash flow”’ principle of 
accounting. This method, modified to allow an additional thirty days to pay for goods and services 
pertaining to the fiscal year just ended, offers a precise measurement of government activity for a 
fiscal year. This, rather than the “accrual” principle, is utilized because of two fundamental character- 
istics of government reporting which set it apart from commercial practice. 


The first characteristic is the constitutional principle which underlies the system. The Legislature 
votes sums of money to specified ministries for stated purposes. The Legislature provides for the 
required money by authorizing the government to levy taxes or to borrow. The accounts of the 
government therefore are a record of stewardship and reflect the accountability to the Legislature 
for the management and disposition of monies levied, entrusted and spent. The purpose of the public 
accounts in government is to explicitly display that stewardship as revenue flows into and ex- 
penditure flows out of the Consolidated Revenue Fund. 


The second characteristic is that there is no direct commercial relationship between government 
revenues and government expenditures. Tnis obviates the “matching” benefit provided by accrual 
accounting. Expenditures are incurred for the operation of a wide range of services which have been 
established by government policy. Taxation, the major source of revenues, is imposed on those parts 
of the economy best able to finance government programs and Is also a fiscal policy instrument for 
the government, in terms of its incidence and in its relationship to expenditures. 


The transactions of the Province of Ontario are presented in summary form according to the three 
distinct areas of government activity through the Consolidated Revenue Fund: 


“Budgetary Transactions” are operational activities which include the revenues raised 
through taxation, premiums, fees, licences and permits, payments from the federal govern- 
ment under shared-cost programs, and income from investments. Expenditures on govern- 
ment programs include payments for goods and services, interest on the public debt, salaries, 
transfer payments to individuals, municipalities and institutions under various social pro- 
grams, subsidies and grants and the acquisition or creation of fixed assets. Government assets 
are generally of lasting value and may tend even to appreciate over time; e.g. parkland, public 
works or the highway system. Their benefit to future taxpayers is not significantly different 
from expenditures on education or health care. For these reasons Provincial expenditures on 
fixed assets are treated as non-recoverable expenditures of each fiscal year. The extent to 
which revenue exceeds or falls short of expenditure directly decreases or increases the net debt. 


“Non-Budgetary Transactions” are the lending, investment and trust administration functions 
which include, as distinct from expenditure, the government lending and investment activity 
in various Crown corporations, agencies and municipalities. All of these loans and advances 
are repayable or represent equity holdings supported by the assets of the corporations. Also 
included in this category is the activity within deposit, trust and certain special purpose ac- 
counts, all of which bear directly on the Statement of Assets and Liabilities. “Disbursements” 
is the term used to describe the lending and investment transactions of the government. 
“Receipts” consist of the repayment of loans or recovery of investments. ‘Credits’ is the term 
used to describe payments into deposit, trust and special purpose accounts. Payments made 
from these same accounts are termed “Charges”. 


“Debt Transactions” are the borrowing and repayment transactions which include obligations 
issued to both non-public and public sources of funds and are reflected directly in the 
Statement of Assets and Liabilities. 


The Net Debt of the Province is the excess of liabilities over recorded assets. It is also the accumulation 
of all budgetary deficits and surpluses since confederation. Year-to-year changes in net debt are 
the amount by which revenues exceed or are less than budgetary expenditures. 


With respect to the financial operations of provincial crown corporations, agencies, boards and 
commissions, the financial statements presented in this Report reflect (i) the year-end position of 
the advances to or the investments in these entities which are made from the Consolidated Revenue 
Fund and (ii) the extent to which their operations have been financed from or have contributed to the 
Fund for the year. 
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PROVINCE OF ONTARIO 
STATEMENT OF CONSOLIDATED REVENUE FUND 
Year ended March 31 


1976 


opening balance ($ millions) 


Cash, temporary investments and 
marketable securities............ 856 


budgetary transactions 
BV OU 2a tc RO Ral ald kt tae eS oz 
EN CaYe Ae HEN UT cine ie NOT ee er ee ee, 10632 


BMCOCTAOCNCIs, oda... peels (1,480) 


non-budgetary transactions 
Loans and investments 
POCO lots mee Mere ose ke hee a NS a eA 249 
DRS UI SCTMIONITS wantx « Goattargenn ce coos + 1,305 


Net increase in loans, advances and 
investments (1,056) 


Trust administration functions 
Se Oe roe es ot es S07 
TGCS Me es os ikte ee al ee 99 


Net increase in trust administration 
KITVIGLIOOS stay aerate eee cee eee 208 


Non-budgetary transactions (net).. (848) 


cash requirements* .............. (2,328) 


debt transactions 
PROCHEOUSTOTAGaNS ©? ob d tee eee ee 2,586 
Repayments of loans....:........-- 83 


2,503 


closing balance 


Cash, temporary investments and 
marketable securities.......... 1,031 


See accompanying Basis of Reporting and Notes to the Financial Statements. 


“Includes advances to and repayments from Ontario Hydro. 


**Includes borrowing activities on behalf of Ontario Hydro. 
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8,275 
8,821 


40] 
1,423 


(1,022) 


323 
60 


263 


Pekers) 
360 


KOS 


($ millions) 


(546) 


(759) 


982 


(1,305) 


178 


856 


BUDGETARY TRANSACTIONS 
Year ended March 31 


revenue 


taxation 


Personal, INnGOIMIG tax awa ay abe RTS Dive che leet orth a. Sit tenant Aah oe 
Ristath sales taxes, ciet dy seein eh it etc Roe coil wick eg er a 
COrDOraliOritanes sy 451 Qu eae ieehe te, yee, Sele « Ba reel a, i Nes lee 
CJasollietany ese 2 oe tate 0s duss ape ace ecto ete een ee anne 
Federal government income tax revenue guarantee............... 
TODACOOGNA: x. Benda cde A che iualca te, Gres Ay Means tne Ried aa ee ee 
Miotor Veils Ture t teas ok eo: 2b to-tue Gite hoon COP eial Sencar 
SUGGESSIONVOULV ta ee oe na hc) ere head 2 oo SS ii ene ee 
VENREIIDEO RTS Tasca eee ees a release AR nie Sythe ah ge Cane Ole ee 
SCE IIS TOT: TADS: vies ae cut bes! aise wetter tue ae ae ea 
FACE MEACKE Wace ir oh Re ihe Sins hed Oe ah ee eee ae ai 
fRCOMe tax OU DIC UTHES - ad ee Uae i ene ee 
Other TA KEHOD ce dreien cts eas Mirra = lelan ne Bee AsO 7k ee ee 


other revenue 


Premiums—Ontario Health Insurance Plan....................0.. 
Protits—Liquor-ControltBoatd, of Ontano.es., sce ae eer een en on 
MOITICHe sFOCIS hea MOG Se actin) ct Seiten ae grads Se nem tee Mee cel na erat ce 
CEMSE TGCS ANG BEC OS «cs s:itct cote Nach crane chee ee eRe ea i aes 
PUTISSCELIC | POTATO Seen 8 eine ak seer as cilia dearer rar PRC Na Loar As 
Protite—Ontatio -Lottens Gonorationne 2. sci mere Gite fie eeele ee 
ROVal tS 2). i raed Ste ee Ph ae ee Tate see OR ge 
SAIGSSaMCl TERA a tarceetv clans one alata Eres Oe ee ede ot a ae pe 
WIRY SGRyiIGese rales wiects dot ecm e ar neat era ae ens ce ei 
Miscellaneous ors en tledee eagtere ees bulacan, Uh leery pene 


payments from the federal government................ 


interest on loans, advances and investments.......... 


total revenue 
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1976 


($ millions) 


1,571 
1329 
1,140 
505 
255 
104 
73 

64 

63 

51 

38 


1975 
% ($ millions) % 
UW ae: 1,445 17.5 
14.5 1,569 19.0 
Se 108 
493 6.0 
49 6 
101 es 
79 1.0 

78 

153 

48 

34 

8 

4 


548 6.6 
302 3.7 
te? 2.3 
92 et 
42 
36 
86 
26 
31 
1,550 16:3 
Lok 18:3 


455 5.5 


8.275 100.0 


expenditure 


social development policy field 


PRB ee ani 
Pducation..: .... 


rote Ta We, BUNea™ rab ost ra ack Ae ay ooo re) ae cer WY lar Me Oh ig: feo ame: Gime a os Kees, Tah ie es ce 


Sea eram CAST IVENSIOS fc arsiy HG mith pee dana ws wear dy ahe bow de 
Cora Gliahd.s OCIA DOMVICR Sa) a. See, sane 5a pn aan vee baer ae cg 
RL Atesee TIA ILEL OPO ATION ue ac ewe ol ub-n te  ed tear die uray a bee OAT eg 


resources development policy field 


Araneooraton and COMmmuUniCatiOns. J. G04 08 + se ee 2 se al ete 
CLAMS COS tee eons eats Sle ae 28 kh wae id: 
PRS USAT OCs ie ka ora hers ah rae wera ae ee, YB 


Environment.... 


Fates ea Gla UIT ISIE e etka ce terug pe Gk as yo ele ar arate spn is o damegiel oes 


Lemoine. 02.2). % 


justice policy field 


Solicitor General 


TES ETA OT VANCES eae ve asl oun ein oe hd ea 2 ue Se a ha eee 


Attorney General 


Cnnstiiier and. Commercial RelauOnss....¢. 266 45.0 kee bie wa aes 


general government 


Treasury, Economics and Intergovernmental Affairs.............. 
encle mOMitee IN COS oO Scene cet ate cre en oa. oP a ee 


PIOUEINIG: cies oss 
Revenue....... 


DIG CO DU ee IIOTOBE 6 2 ho Dovid ni tee hak wet he rant 


total expenditure 


1D 


1976 
($ millions) % 


2987O. 284 
SP OM LOS 
MOTs 9.6 
881 8.3 
109 1 


6,772 


1975 
($ millions) % 
Po2o 20.7 
1,598 18.1 
B78 TOO 
674 7.6 
74 8 
5,753 65.2 


812 9.2 
185 2.1 
113 133 
58 
oy 
14 
3 
1222. - 139 


106 Tez 
102 rl 
85 1.0 
35 


347 3.9 
269 3.1 
71 8 
123 1.4 
8 
12 
830 9.4 
688 7.8 


8,821 100.0 


NON-BUDGETARY TRANSACTIONS 
Year ended March 31 


loans, advances and investments 
Receipts 
The Ontario Education:Canital Aid Corporation:..4.... 4525404 one eee ee 
The Ontario niversities capital Ald Corporation... =. o.ee eee 
Ontarioihydro=secured iby bonds... «+ <ul ee le ee 
—nuclear power generating station........................ 
Oitarlos MOnGaGeee ORDOTATION:. oa), Sraremie ces eee 0 tae Mere 
Investments in water treatment and waste control facilities................. 
Ontario; Develooment.COMmorationas. ssa. cic es ree hs re 
Northen Ontario: Development Corporations = 224.62. 4 allel ae ee ee 
PubBlICHHOSDialS rac: ose 6. <A ier Ge ee er oc ae eee oe 
Cinitaroueuema Corporation (Motes ie. ne ear = hee 
tie Cron inicurancesCOmmMmIssion, Or ONntanlOn te as aes ee ks oe ee 


Disbursements 
Ontaricinydro—secured' by debentures 44.0. 1-6 ot a ee ee 
OmtanoWMongagesConporation is aren ota soe On ee eer 
Investments in water treatment and waste control facilities................. 
ine. Ontano Eaucstion. Capital Aid) Corporation: se. eere eee a eee 
the, Ontario: Waiversities Capital Aid’ Corporation.......6. 00. 26s eee 
ONtanOuTOUSIN aC OFDONatlOm xs ce met ad cae ee tei ee ee 
Federal-Provincial Winter Capital Projects—loans to municipalities........... 
PUIG HOSM LAS aa, Pere ie bhcas ci ah hea eee dey nee cee Oe ene ee a 
Ciritatio: LanesC Orooration ,(MOtes 3)... sein eee ant i ee 
Northerms@ntario Development Corporation, «2... .44.2556. 52.0. eee 
Oinitationvevelo pment COnpOralOnas:-. > ce Uoeaeet na, Glee eee te ee en 
Easter Ontario -Deéevelopment( Corporation, .o.55s. . . dro ee ee ee 
Ontario Housing Action Program—loans to municipalities................. 
Tile Drainage Debenture Loans to Municipalities........................ 
“ ntario: Northlandslransportation Commission, .4.- .-.06..6.5)9. ee en ee 
Ontatio; Municipalaimprovement.Corporations. 2... , 1 cesknes ol eee 
Onitarioreneray: Corporatio nicctsr..2& aside tees aca Oe ee Ay eee 


net increase in loans, advances and investments .............. 


trust administration functions 
Credits 
Deposits to pension funds and deposit. trust and reserve accounts.......... 
Province of Ontario Savings Office Deposits—net increase................. 


Charges 
Payments from pension funds and deposit, trust and reserve accounts....... 


net increase in trust administration functions................ 
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1376 1975 


($ millions) 


os 46 


DEBT TRANSACTIONS 
Year ended March 31 


proceeds of loans 
Non-public 


Cansoa-rension: rian Investment FUNd..).. 624-4 eee es ee edo 
Ree Sts OLD eraniiiAlO UG. a Oe Na ae emis ira Sao 


Ontario Municipal Employees Retirement Fund . 


Government of Canada, Federal-Provincial Emnlovnent meentie 
Seale chap t= Meee Meee, ee GREER Wee CO pee NER ET HNL emt Rent aOmC rege 
Central Mortgage and Housing Corporation—waste control loans 


Public 


COOGAN CO LANOntIV Occ ae need ahs eee Ae ee eimai ta 
PecememMOUDOSCS ko pousar tas 6 si Senso See ee 8 
ees UNVAINIGMCIICL) aye Sree eee herons. § ca een seta hy Wh ake aha e 


PPI OOOO SETA IOAINS ik 8 eae seis oe bala SCL he oe yee eee 


repayments of loans 


Non-public 
Government of Canada, Federal-Provincial Employment Incentive 


OGIO IS eeesamusssiet oat toy TSS h teleskop ved Sete Mee oasegey 


Government of Canada, Municipal Development Loan Board................ 


Public 


Gipeniaimot Onan. FIVGrOe 6 ence © ei, Pace oe ee ea 
Permeneral PUNDOSES 2. ac Noyets tet Amen le ot dog Oth rere 8 33 


Meas aMule (NCU) 2 matt ares ety essence De tee eee 


total.renaviments Of IOANS: 2. -...5.5- 2 fies pe ee Pt eee: 
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es: 


($ millions) 


702 
286 
144 


16 
16 


1,164 


37/5 


370 


1,539 


PROVINCE OF ONTARIO 


STATEMENT OF ASSETS AND LIABILITIES AS AT MARCH 31, 


See accompanying Basis of Reporting and Notes to The Financial Statements 


ASSETS 


Cash, temporary investments and marketable securities (note 1)................ 


Advatices to Ontario: Hy Grontqoterz) ..., era. eee ee, ee ee 


Advances and investments—other corporations, boards and commissions 


COTE 1S) co ara ia a cic hance ne ie tae Git a eter ter eae eRe ne ee eae 
Investments in water treatment and waste control facilities (note 4)............ 
Werlgcm(ompgle erent te Ul hn rn mone Mn ee ty neuen is Supra cy ara ene 
Other loanrszanacmVvestinemtsn( mote Gach oan cee hos ee ee ee 

THOMA ECORGEC ASSOTS 5.14 Fiat. ie eal tvs bint Sue rey ae en ee 


Neth DGD rc xg iah ee ae hare seta Bie Shin Seva eee, SeapetNe Teaco espekie Pent cia Ne ee ete Os ee 


LIABILITIES 


Demand deposits with the Province of Ontario Savings Office.................. 
FP GMSTOMa UNIS. ( FIOUG, Olercec- caret 25 2-2 once fe rat akan etc Re cece RC ee ao eee a 
DepOsit. fUSt-and reaseive SecOun topes) beg ceed nee lhc cen aera a Rene ae 
Advances pavablestnote fcc = pet on BR nies, cs eS | create mary Se ae eae 
A TORS UEY WOU a Graces de So ah aie’ Saas CN eae SA okra ete ly ee 


Debentures and Notes Chote SoS Auk a ae ei ie pee NO le oy Ne ri Ba 


Contingent liabilities (note 9) 


Approved on behalf of the Ministry of Treasury, Economics and Intergovernmental Affairs: 


1976 


1973 


($ millions) 


856 
L762 


Sera: 
528 
213 
220 


7,384 
3,448 


10,832 


233 
796 
188 

61 


9,554 


10,832 


3,843 


A. RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economics and Intergovernmental Affairs. 


G. McINTYRE, F.C.A., Executive Director, Treasury Division. 
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NOTES TO THE FINANCIAL STATEMENTS 


(All figures in millions of dollars) 


note 1. cash, temporary investments and marketable securities 1976 1975 
MR SeCSP aE HUIS ESOUICS ec Le pei at soe Aero ne <es  ee oele Pge eis Pb a ciien enn Rn 1 cal aaa sk Rn Ok OREN $1,186 Sito 
ManKetaDlerseCunlleS memes water eee Stee Cry eer ey On ey coma cornet IM tee metas as ei. etn ep Meee tee eke ere tael ot 308 166 
SW ail a lavaH ERA VOLe ey <n ie ml es OI ik Ech Dig UA oat ie tcl or Par arin AS ce aan cla eee Rec ae Bele (463) (441) 


$1,031 $ 856 


Temporary investments include obligations of Canadian chartered banks and other short term investments. 


Marketable securities which are valued at cost consist of debentures and bonds issued by the Province of Ontario, Ontario Hydro 
and the Government of Canada. The market value of marketable securities was $294 million and $162 million at March 31, 1976 
and 1975 respectively. 


Bank balances includes an amount of $594 million representing cheques issued during April 1976 to record payments pertaining 
to the 1976 fiscal year. 


note 2. advances to ontario hydro 1976 1975 
CHICAS SINS ett: corto oe tans =. se aiid ie a ech aia eater omnes eit ai Peas RU ele oe hee relates ge asta gmat nies cro Na $2,240 $1,711 
Ninieancoweneenerating olation-—PICKENING 6.0 .sacnuie ss obey awe oiearihlnw 6 ena ares Gage e Oheels, el 67 78 


$2,307 $1,789 


The Province, in addition to guaranteeing all Ontario Hydro debt obligations, has issued U.S. dollar debentures on behalf of Ontario 
Hydro. The proceeds have been advanced to Ontario Hydro in exchange for U.S. dollar bonds with the same terms and conditions 
as the debentures of the Province. 


The Province by agreement with Ontario Hydro and Atomic Energy of Canada Limited contributed to the capital cost of the Pickering 
Nuclear Power Generating plant and under the terms of the agreement receives payments based on the net operational advantages 
of the plant. These payments which have amounted to $33 million have been applied to reduce the advance. 


note 3. advances and investments — other corporations, boards and 


commissions 1976 1975 
TiherOntanlorEducatlonaCapitalrANiGuConporatOmia. cera teeters sere betevcneny eles uel stance ey er enege pegs edt S124 esi oe 
Hine Ontanore miversitiess Capitale nics Conpornalomems sc mrrreie: oe eterte ee eet tcle bei ctetere arta Srraren lee netics 1,216 1,196 
Otero Wionoage COrmOratlon | cee oe aes ones See Pees Lee Gee Geetreis a ton mermin in eit dearanre Danie Niehe wwe 541 384 
prone ancsGOrnOration os. ac weietenals 4 aan se ceAlsinn eh oa a abn nie aina aM sina ee clement eee Sia teal 338 320 
Oniaguminonsinar CUrporaviony sca ace a ane cn vr he Go nw kynen oem guar Se Ree Na Nelo Wy A:) nee Atal nats 305 262 
OyMeiivoy Siro eran ewe nye) C@ls oxeieewe Mics cs ono emo anasccoo duce seooNs anon oe odeg eden umacHm ee ncmm oncommc. 9 9 
Cine scnigmbouay OMPIOLATON mie Ry seg alt Shia cen sae aa ate ne wm mee ernie Gres ow pe eased aRnie sits wach at “ae 100 100 
(Ohayeviker OS elejeympyevnnd Colfereleiiolna sas aon Gan oped sac MeN OO SAE Scocncabeom podeceen mann cis ae Groh ore. gare 95 90 
Nonhernm@ntanosDevelopment: GOGoOKratio Mime ries eeetent sci eta ers teke teat testete terse catrl onan Teenie ett teleeprales at otarak ata 36 21 
Sat Cignelitey DAWsevonmam GQerooeOlsscascon asnn sacs cossgesa5des nen cdn oeb earn oto seo onn sama uno: We 6 
Chania: Nloradaleintel Vicia oxol ncialeiny CrevinnmtSMOn s escn cas os doe eo usa pe ao menasosonco dose apes coren enon ase 76 65 
THelOntanomuniOnmanmner establishments #oan) Conporattomis er | yavereuseiet ati ele ats ies r= yt steered alee elie oe Zl 74 
ThesOntanouMunicipalulmprovement Corporation. -mitescta near teer ere Stoke accel -yceforey. 0a toi age erate at cata 3S 30 
Investment in the Ciquor Control Boardof Ontario . 2... isco. e cwctn eee cade Habis be owe owe FlaWe 25 25 
ONUG TST rs eeee sa hee SRD, ce aed er omit AU nome RONEN Ok Te Err ee a UU SS RENE SEY ar Oa CRT ric a Ne tan ter 6 2 


$4,102 $3,778 


Based on latest financial information, these corporations, boards and commissions have accumulated equities of approximately 
$58 million. 


The Ontario Land Corporation, established in March 1975, received on March 25, 1975, advances of $320 million to purchase land 
for the North Pickering, South Cayuga, Townsend and Edwardsburgh projects. The North Pickering land held by Ontario Housing 
Corporation was sold to the Ontario Land Corporation. The Ontario Housing Corporation in turn repaid $193 million advances 
previously made from the Consolidated Revenue Fund for the North Pickering Community Development Project. 
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note 4. investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems to serve municipalities. 
Under the agreements with individual municipalities the costs of construction and operation of the facilities are fully recoverable 
over the period of years provided in the agreements with the municipalities. 


note 5. other loans and investments 1976 1975 
Loans te public hospitals %. cheats Sogn we aate shah andy dee eRe arp mt er Ran Geer ciel oe eee ch Re aha a ey Sealy) Os 
WiNttoral kisi nisiol Os wae Siegen Pty eke | Ue PRR NA foes Coe oe co ete Sed TRL AEM eso alan a2 Wee Aero co a! 14 


$ 238 $ 220 


note 6. pension funds 1976 1975 
Public: Service Superannuation PUNO: .caies 42 wee 5 = x54 se ci ie ee eis ete snes wer ere > te eee $ 941 S$ 7/94 
Legislative Assembly Retirement Allowances Accouint......2...56 0c eke aces te eek wlrgaaiam tale eagle sree 10 Z. 


$ 951 $ 796 


Based on actuarial studies as at December 31, 1973 the Public Service Superannuation Fund has unfunded liabilities as follows at 
March 31,1976: 
1. Aninitial unfunded liability of $83 million, upon which an interest contribution is credited annually to the Fund in accordance 
with the Pension Benefits Act. 
2. Aresidual unfunded liability amounting to $161 million which is required to be amortized in the 16 year period ending 
April 1, 1989 by annual payments of $16 million. 


As at March 31, 1976, the Province had made all required payments. 


Teachers’ Superannuation Fund 
Through the budgetary expenditures of the Ministry of Education the Province of Ontario makes annual contributions to the Teachers’ 
Superannuation Fund administered by the Teachers’ Superannuation Commission equal in amount to contributions by members. 
Further, the Province is committed to paying any deficiency in the Fund. Based on actuarial studies as at December 31,1972, 
the Fund has unfunded liabilities as follows at March 31, 1976: 
1. Aninitial unfunded liability of $328 million upon which an interest contribution is credited annually to the Fund in accordance 
with the Pension Benefits Act. 


2. A residual unfunded liability due to plan amendments amounting to $230 million which is required to be amortized in the 
seventeen year period ending December 31, 1989 by annual payments of $21.9 million. 


As at March 31, 1976, the Province had made all required payments. 


note 7. advances payable 1976 1975 
Sentral Mortgage: and Housing tGonooratlonias sere crushes lero erctle a cwel ce erie ttt terete eateries ate ae eee Ro Ss 47 Sa 35 
Ontano Municipals EmoOloveesuRetire nen teUn Cleve sce. = aremsetet eres eet eieeeeteece tet sicters ek het act ner enetere te otere 14 26 


$7 .i\Glieeam. .8! 


The Central Mortgage and Housing Corporation advances funds to the Province on an interim basis for a portion of the cost of 
waste control projects under construction. When a project is completed the advance is partially forgiven and the balance converted 
to a forty year serial debenture. 


The Ontario Municipal Employees Retirement Fund deposits surplus funds with the Province and on December 31 each year receives 
a debenture for all funds deposited in the calendar year. The balance in ‘‘advances payable” represents deposits made between 
January 1 and March 31. 
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note 8. debentures and notes 


Payable in 
Canadian United States Deutsche 

Dollars Dollars Marks Total 

Plea ics) SMELT A VOD er as cist digce tia tn omy PANG era. Se esie ke pean ir wa $ 51 $ $ 4 $ 55 
MAUI VIRIIEY 2rd VOAUS > veitincic tin atenaamd oS as Pewee mauris Ul Rkie xe 6 256 7h) 19 350 
RAsturing within G=10 VEAISy ccc. ces ae cae perks Ferbane ok Ore He 612 SoZ 28 992 
AAAI VetttD Ue tt VOUS vy tu ee ee a a he kd Sie erred ety en a Bane es 2,470 45 6 2,521 
Matting wWittitt U6-2OVbalS: 5 sesdeawes cus Se bien we vem ane nciame en os 4,501 4,501 
NisGariric) WHITY 21-20 VORISi entice pens weakens Weer eee dar cine: 1508 551 1,869 
RAAF WHI 20-GU VOSS... 265 a thas «ae atainden ape k he edaela ey 179 1,240 1,419 
MAB GININED WIKIO) G0. VROIS yah sy he Staeat o Yt se ceeese rains 16 16 
Miatitiig Witt oO-40 VOOIS . . s6is cam gc ashlee Fae einmaee ee Pele 5 + 2 10 10 
$9,413 $2,263 $ by Sileros 


The U.S. dollar debenture liability is recorded at par with the Canadian dollar and with the exception of $23 million, has been 
incurred on behalf of Ontario Hydro. The Province holds U.S. dollar bonds of Ontario Hydro having the same terms and conditions 
as the debentures of the Province. 

The Province has borrowings of 199 million Deutsche Marks recorded at $57 million, the Canadian dollar equivalent at the time of 
issuance. At March 31, 1976, the Canadian dollar equivalent was $77 million. 


note 9. contingent liabilities 


The Province is guarantor of certain obligations of Provincial Corporations, Boards, Commissions, and Agencies as follows : 


1976 1975 
SET EAYACR MEATY te es ote Ne asta te RE or Sct sh. al Sd ale Heel es ot 4 avn lepavics ss fsehead soeboa e apple puree aN TARAS ele poe $5022 $3,779 
EPMA TR COND UAUOUNS ote oo 6 os ire ta a eyecsaem inc dw igeie Ce Ses stim mio! Sn ie Ma oste wm wlleyade) ps ie aed minds nne oer ee 95 96 
NATSCOIATGOUIS mee mer ey eee eee rore ead e ncearras actntec poms Meet tes Ses eae oe im cucbisinue Rue neice Says eats era tegeste alan aa 29 58 
5,146 S$) ISIS 
Less Ontario Hydro bonds held as investments of the Province... 2. 22 nos as Gwe bee re et wna ees We 90 


$5,027 $3,843 


note 10. long-term leases 


The Province has long-term lease commitments for accommodation amounting to $237 million to 1999 and an additional $12 
million for years beyond 1999. The lease payments made in 1975-76 amounted to $35 million. 
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| am pleased to present the 1977 Financial 
Report of the Province of Ontario. 

Two years ago in my April 1975 Budget State - 
ment, | announced a determination to control the 
growth of spending by the Ontario Government. 
It is most gratifying to be able to report that for 
the fiscal year ending March 31, 1977, the growth 
rate in spending has been reduced for the second 
successive year and that spending has been held 
to a level below the original budget estimates, 
the first time since 1947 that this has been 
achieved. 


This report highlights the major aspects of 
Ontario's finances and presents in summary 
form the final results for the fiscal year ended 
March 31, 1977. The Public Accounts submitted 
to the Legislature annually should be referred to 
for detailed information. The policy aspects of 
Ontario's financial operations are discussed in 
the annual Ontario Government Budget. 


Comments or questions will be welcome and 
should be directed to the Treasury Division of the 
Ministry of Treasury, Economics and Inter- 
governmental Affairs. 


ly RY Aan 


Toronto, August 1977 


Copies may be obtained from: 

ONTARIO GOVERNMENT BOOK STORE 
880 Bay Street 

Toronto, Ontario M7A 1N8 

(416) 965-2054 


HON. W. DARCY McKEOUGH, Treasurer of Ontario 


1976-77 RESULTS IN REVIEW 


financial performance 


In presenting the 1976 Budget the Treasurer of 
Ontario announced that total government spend- 
ing would be held to $12,576 million, and that the 
Government of Ontario would not require any 
public borrowing during the year. 

This was achieved. Not only were these goals met; 
they were bettered. 


Evidencing the Province’s determination to 
reverse previous trends, when all Ontario Hydro 
flow-through financing activity has been 
eliminated, the year-over-year spending levels 
have been curtailed to the following rates: 


1974-75 1975-76 1976-77 
24.7% 15.1% 10.1% 


The rapid decline in the growth rate in spending 

is clearly demonstrated. This was largely the factor 
that enabled the Province to confine its public 
money market activities to retiring debenture debt 
of $36 million and $195 million of Treasury Bills, 
while the sole public debenture issue was on 
behalf of Ontario Hydro. 


The twin features of slowing down the growth in 
spending and holding below the budgeted level 
for the first time in many years were made possible 
by an effective policy initiated by the Government 
whereby authorized levels of spending and man- 
power were rigorously examined. As requests for 
additional funding arose during the year these 
were granted only to the extent of savings avail- 
able in other areas. Manpower was treated in 

a similar fashion. 


By the end of the year this process had not only 
accomplished the original objective of con- 
straining the overall spending level, but had 
resulted in sufficient savings being identified 
that, of the original total of funds appropriated, 
$110 million was not required. A creditable out- 
come for such a policy in its first year. 


The lending activity of the Province was also 
constrained during the year and accounted for 
only 7% of total spending in fiscal 1977 as 
opposed to 10.8% in 1976, falling from $1,305 
million to $907 million. Direct financings in the 
United States for Ontario Hydro were reduced by 
$275 million, the remaining $123 million reduc- 
tion arising from lower levels of advances and 
loans to various other crown corporations 

boards and commissions. 

In 1977 Ontario's revenue recorded a 16.8% 
growth over the previous year. A significant 
portion of this growth is attributed to the return 
of retail sales taxes to the original 7% rate after the 
temporary reduction to provide economic stimulus 
in 1975, and to the increase in premiums for 
health insurance announced in the 1976 Budget. 
Higher revenue growth rates had been forecast 
for the year, however the moderation in the up- 
turn of the Canadian economy, combined with 
lower rates of inflation caused personal income 
tax, retail sales tax and corporation tax collections 
to yield a total of $440 million less than antici- 
pated. This deterioration was largely offset by 
higher than expected payments on the federal 
revenue guarantee and certain non-budgetary 
inflows. 


The final outcome for 1977 showed an under- 
spending of $110 million on Government's own 
account anda $198 million underperformance in 
revenues compared to budget, resulting in an 
increase in net cash requirements of $88 million 
over budget. 


cash requirements 


In addition to borrowing for its own general 
purposes, the Province borrows in the United 
States public market on behalf of Ontario Hydro. 
The proceeds are then loaned to Ontario Hydro on 
the same terms and conditions as ‘flow-through 
financing’, resulting in that part of the total 
provincial debt liability and carrying costs being 
borne directly by Ontario Hydro through pay- 
ments made to the Province as interest revenues 
orloan repayments. The provincial budget, and 
its financial tables, are framed around the opera- 
tions of the Province on its own account, and all 
such offsetting revenue and expenditure flows 
are netted out to display more clearly the 
Province’s own account activity. When displaying 
the total activity of the Province in this Report and 
in the Public Accounts there is included the com- 
bined revenue and expenditure flows with 
respect to the Province’s own budgeted purposes 
and those attributable to the flow-through 
financing arrangements with Ontario Hydro. 


Although net cash requirements on the Province’s 
own account were $88 million more than 
budgeted, this is some $481 million less than the 
requirements of the previous year, while with the 
inclusion of the financing activities on behalf of 
Ontario Hydro, the year-over-year decrease in 
total cash requirements was $740 million. (See 
table below). 

All funding required for provincial purposes was 
obtained from non-public pension fund sources 
and there was no requirement to borrow from 
public sources. 


Cash Requirements 
($ millions) 


Net Cash Requirements for Provincial Purposes 
Add Requirements for Ontario Hydro Purposes 


1976 1977 Decrease 

1,799 Tote 481 
529 ZIV 259 

2,320 1,588 740 


BUDGETARY REVENUE 
major revenue sources 


$ billions 


per cent 


personal income tax 


retail sales tax 


corporation taxes 


other taxation 


payments from the 
federal government 


health premiums 


other revenue and interest 


1973 1974 1975 1976 1977 
taxation 
Ontario's personal income tax is a cornerstone of these provisions is that tax brackets and exemp- 
the Province’s revenue structure. Thetaxisestab- tions are adjusted annually to reduce the revenue 


lished by agreement with the federal government growth due purely to inflation. Nevertheless, this 
as a percentage of basic federal tax which means tax still has the highest elasticity in its relationship 
that the revenue flow is subject to all of the to economic growth and collections received in 
provisions of the federal income tax act. One of the year rose by 13.4%. The original budget fore- 


cast of $1,954 million proved to be based on an 


overly-optimistic view of the Canadian economy, 


which resulted in the ultimate yield from this 
source being $1,782 million. 


The retail sales tax for fiscal 1977 showed a $447 
million increase, largely due to the return to the 
normal 7% rate from the temporary 5% rate and 
the total exemption on automobiles introduced 
as economic stimulus in 1975-76. This growth 
however, fell short of expected collections by 
$142 million as the inflation rate subsided during 
1976 and continuing slack in the economy 
curtailed some consumer spending. 


Total corporation tax collections fell by $138 
million. A significant part of this fall in revenue 
can be attributed to the extra revenue collected 
in 1976 from the acceleration of final payments 
of tax from six months to three months after the 
corporation year end. However this tax In com- 
mon with the other major taxes was primarily 
affected by the general moderation in the 
Canadian economy. 


other revenue 


In the five years 1971 to 1976, Ontario Hospital 
Insurance Plan (OHIP) premium revenue asa 
percentage of OHIP costs steadily declined from 
44% to 23%. As of May 1, 1976, premiums were 
increased by 50% to partially restore the former 


mix of premium and public financing. At the same 


time premium assistance was substantially 
extended. To pensioners and social assistance 
recipients already enjoying free coverage were 
added families and single persons having zero 
taxable income. Premiums at half rates were 
made available to others having low or modest 
incomes. The net increase in premiums for the 
year of $226 million brought these revenues to 
$799 million or 28% of OHIP costs. 

Federal Government Payments yielded $2,235 
million in 1977 mainly as a 50% share of certain 
health, welfare and education costs, and by and 


large followed the trends in the major expenditure 


programs which are explained on pages 7 and 8. 


revised fiscal arrangements 


A significant event during the year was the agree- 
ment between the federal government and the 
Provinces of anew method of sharing fiscal 
resources. The new system is fully documented 

in Budget Paper B of the 1977 Budget. For 
Ontario the new system means that, commencing 
in fiscal 1977-78, approximately two-thirds of 
the existing shared cost revenues from the 
federal government will be replaced: one-half 

by acash payment to grow annually at the same 
rate as the economy, and the other half by 
additional room in the personal income tax field. 
This change will increase the proportion of 
Ontario's revenue which Is responsive to eco- 
nomic growth from less than 50% to just over 
65%. It also allows the Province to re-order its 
expenditure priorities without risk to its revenue 
sources. 


BUDGETARY EXPENDITURE 
major components 


$ billions 
12 per cent TRANSFER PAYMENTS 


—health insurance plan 


—education support 


—income support 


—other transfer payments 


INTEREST 


SALARIES, WAGES AND 
EMPLOYEE BENEFITS 


OTHER EXPENDITURE 


1973 1974 1975 1976 1977 
Almost 89% of total government spending is and related costs of civil service employees, 
budgetary expenditure. Asthe chart above shows __ together with other expenditures which en- 
about 72% of these expenditures are in the form compass the day to day operating costs of the 
of transfer payments which are grants, subsidies provincial organizations. 
and allowances paid to individuals, agencies or The discussion which follows reviews these major 


other government bodies and local governments. components. The statement of expenditure on 


The remaining budgetary expenditures consist of page 17 presents the comparative level of ex- 
interest paid on debt obligations, and salaries penditure by ministerial portfolio. 


ontario health insurance plan 


The Ontario Health Insurance Plan was designed 
to protect residents of the Province from un- 
reasonable financial burdens at the time of illness. 
The costs of the plan, which cover payments to 
doctors, ambulance services, hospital charges, 
home care assistance and extended care, in- 
creased by $362 million from the previous year. 
The costs of operating hospitals increased by 
$283 million, which accounted for over 75% of 
the total escalation in the Plan's expenditures. 
Almost all of this arose from a large retroactive 
salary settlement to nursing staff. The remainder 
of the increase came from start-up costs in 

new hospitals and the fact that the Province is 
providing 1,000 more beds than two years ago. 


Payments to doctors increased by $58 million 
over the previous year to $800 million. This per- 
centage increase of 7.8% reflects an increase in 
utilization and a fee increase of 6% granted 
during the year. 

The Extended Care Program expenditures 
rose by 17.4% to $102 million, the principal 
factors being an increase in the utilization rate, 
an increase in the day rate, and a further 1,200 
beds coming into use during the year. 


An expansion of the Home Care Assistance Pro- 
gram is being tested to study the feasibility of 
caring for more people in this way rather than in 
higher per diem cost institutions. This expansion 
plus general inflation pushed spending from $13 
million in 1976 to $17 million in 1977. 
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education support 


The Province assists municipalities in providing 
free education up to Grade 13 in elementary and 
secondary schools. This support takes the form 
of grants to help defray operating expenses and 
loans to construct school buildings. 

The grants are determined on a student per capita 
basis. However, in elementary schools enrolment 
has been declining and is expected to continue 
to decline for another five years, while in 
secondary schools enrolment is expected to start 
a decline next year. As a result, the Province 
adjusted its cost-sharing formula and ceiling 
levels holding the year-over-year increase of the 
absolute level of the grants to 7.5%. 
Post-secondary education is offered through 
Universities and Colleges of Applied Arts and 
Technology supported directly by the Province. 
Tuition fees, regulated by the Province, are 
charged to students, and an assistance program 
is available for students who can not afford these 
fees. Per capita grants and loans are made ona 
basis similar to those made to schools. Post- 
secondary establishments showed only a small 
increase in enrolment, 1.5%, but a revision of the 
grant formula increased the amount paid by 
13.2% over the previous year. The following chart 
demonstrates the continuing provincial direct 
support of all levels of education against a 
marginally increasing total student population. 
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budgetary expenditure— continued 


income support 


The Province increased the level of income sup- 
port to residents who are unable to adequately 
provide for themselves from their own resources. 
This support is given principally in four different 
ways: tax credits, welfare, family benefit allow- 
ances and guaranteed annual income supple- 
ments. 

Tax credits, which are delivered through the 
mechanism of the personal income tax collection 
system, are intended as a relief from property and 
sales taxes to persons with a low income. This 
relief increased by $27 million, or 6.9% over the 
previous year, to $418 million. 


Residents who have no, or almost no income, and 
who can not qualify for benefits such as unem- 
ployment, workmen's compensation or Canada 
Pension may apply for allowances from their 
municipality or directly from the Province under 
the Family Benefits Act. The Province also sup- 
ports the municipalities under the General Wel- 
fare Act. Payments under these two Acts have 
been the major components of the income 
support program for many years and amounted 
to $490 million in 1977. Some revisions in 
qualifications for applications held the increase 
in these payments down to a level of 4.0% over 
the previous year. 


Persons who are disabled or of pensionable age, 
subject to certain residency requirements, are 
guaranteed a minimum annual income in Ontario. 
The Guaranteed Annual Income System paid 
$118 million to 270,000 residents in 1977, an 
increase of 12.2% over the previous year's level. 


interest 


The Province paid a total of $1,069 million in 
interest, due in part to the higher interest rates 
and partly the increased level of debt. The table 
below compares total debt levels with interest 
payments for the last five years. 


Of the money borrowed by the Province, much 

of it is reinvested by advancing to crown corpora- 
tions, boards and commissions who, in most 
cases, are required to repay both capital and 
interest to the Province at rates comparable to 
those available from other sources. Of particular 
significance is the flow-through financing 

which the Province undertakes on behalf of 
Ontario Hydro. 


Debt and Interest Paid 


($ millions) 
TS73 1974 1975 1976 tOTY 

including Ontario Hydro 
Debentures, notes andtreasury bills 7,459 8,390 9554 12,058 13,404 
Other liabilities 874 1,000 2s 1,486 12783 
Total liabilities Sass 9,390 10,832 13,544 ToA1eF 
Interest paid 477 603 688 867 1,069 

excluding Ontario Hydro 
Debentures, notes and treasury bills 6,300 7,008 7,844 9,818 10,895 
Other liabilities 874 1,000 1278 1,486 1,783 
Total liabilities 7,174 8,008 9422 11,304 12,678 
Interest paid 408 524 590 124 890 


salaries, wages and employee 
benefits 


During the year, the Province completed its 
planned reduction of complement initiated in 
1975, by eliminating the final 1,000 positions 

to bring the overall reduction to some 4,000 
positions. Thus administrative overhead has been 
substantially reduced. The majority of the em- 
ployees in the provincial civil service are pro- 
viding direct services to the public, which vary 
widely from staffing psychiatric hospitals and 
mental retardation facilities to development and 
maintenance of highways, parks and recreational 
facilities, and O.P.P. law enforcement. The 1977 
cost was $1,429 million or 15.7% over the 
previous year. 

The apparent anomaly of such a year-over-year 
increase while conforming to Anti-Inflation 
Board guidelines is due to three reasons. Retro- 
active salary payments, overlapping to the 
previous fiscal year were made to certain large 
employee groups on conclusion of contract 
negotiations. Twenty-seven bi-weekly salary 
payments fell within the reporting year as the 
Province changed its accounting method to that 
described in the Summary of Significant Account- 
ing Policies. The timing of a payment relating to 
amortization of pension liabilities was advanced 
from a future year. 


Adjusting for these items, it is estimated that the 
year-over-year increase would be closer to 8%. 


FUNDED DEBT AT MARCH 31 
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The chart above illustrates the absolute growth Hydro. The proceeds are loaned to Ontario Hydro 
and composition of provincial funded debt onthe same terms and conditions, resulting in 
(debentures, notes and treasury bills) over the that portion of the provincial debt-carrying cost 
last five years. In addition to borrowing foritsown being borne by Ontario Hydro through interest 
general purposes, the Province borrows in the payments which the Province receives as 


United States public market on behalf of Ontario revenue. 


Publicly held debt for provincial purposes 
resumed the trend of declining importance which 
has been developing over recent years. The only 
new issues during 1976-77 to the public were 
made on behalf of Ontario Hydro, while the 
Province reduced the amount of 91 day Treasury 
Bills outstanding by $195 million and retired $36 
million of other debentures held by the public. 
This was possible because the traditional sources 
of non-public financing provided more than the 
cash requirements of the Province. The liquid 
reserves were reduced by $227 million to a year- 
end position of $804 million to facilitate the 
Treasury Bill reduction. 

The primary source of provincial funding is the 
government or non-public sector. Within this 
category, three pension funds, Canada Pension 
Fund, Teachers’ Superannuation Fund and 
Ontario Municipal Employees Retirement System, 
have provided for over 67% of the debt out- 
standing. 


funded debt characteristics 


Some selected statistics of the Province’s 
funded debt at March 31, 1977, are shown in the 
table below. 


The average term to maturity of the debt out- 
standing is 17.0 years, up slightly from 16.7 on 
March 31, 1974. About 4.4% of the debt is 
scheduled to mature in the next five years and 
13.6% in the next ten years. The year of heaviest 
maturities is 1996 when 8.7% of the funded debt 
is due. 


While the level of funded debt has risen over the 
last five years, the provincial economy, which 
represents the Province’s ability to support its 
obligations, has maintained the same approxi- 
mate rate of increase in growth. This is illustrated 
by the ratio of funded debt to Gross Provincial 
Product as at March 31. 
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Selected Funded Debt Statistics 
as at March 31, 1977 


Average Annual 


As a Average Average Cost' Rate of Growth 
Percentage Term to to the March 31, 1973- 
of Total Maturity Province March 31, 1977 
(%) (years) (%) (%) 
Publicly-Held 
Provincial Purposes 12.5 10.7 Vee 2.4 
Ontario Hydro Purposes 18.7 22.0 8.15 ees 
Total Publicly-Held Debt 3 1e2 LWes: 7.78 12:1 
Non- Public 
Canada Pension Plan 44.8 105 Fie Bs: 18.1 
Other 24.0 19.0 8.19 21.1 
Total Non-Public Debt 68.8 16.6 7.89 19.1 
Total Funded Debt 100.0 17.0 7,89 16.6 


‘Includes transactions costs. 


funded debt at March 31—continued 


centralization of ontario public 
sector debt 


The level and composition of Ontario's funded 
debt strongly reflects its policy of centralized 
financing which was designed to minimize pro- 
liferation of public sector debt issues. Basically 
this entails the Province playing a significant role 
in financing various quasi-independent agencies, 
provincial crown corporations, boards, com- 
missions, local governments, school boards and 
hospitals. Part of this policy involves borrowing 
at the provincial level and lending in turn to these 
bodies. Taken together with the regulation of 
municipal debt levels by the Ontario Municipal 
Board, a provincial agency, and a policy of 
substantial direct financial grant support to 
municipalities and school boards, the resultisa 
centralization of Ontario Public Sector Debt anda 
reduction of government borrowers in the market. 
The Province also reserves the use of its guarantee 
almost exclusively to Ontario Hydro. An indica- 
tion of the centralization of Ontario Public 

Sector Debt at the provincial level isshown 
below. 


Funded Debt of the Ontario Public Sector 
as at March 31, 1977 


($ millions) 
Gross Intra-sector Consolidated 
Debt Borrowing Debt 
Province of Ontario 
Direct 13,404 13,404 57.7% 
Guaranteed* 5,708 5,708 24.6 
Corporations, Boards and Commissions 1,436 iso 4.9 
Local Governments 4557 1,690 2,867 23 
Universities and Colleges 1,289 W205 74 0.3 
Hospitals and Associated Operations 202 200 59 0.2 
Total 26,386 SB t3ae 23,248 100.0% 


*Excludes bank loans 
Amounts other than Province of Ontario are preliminary estimates. 
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SELECTED FINANCIAL AND ECONOMIC STATISTICS 


($ millions) 
1977 1976 1975 1974 1973 
consolidated revenue fund 
inflows 
Buagetaty REVENUG .. ccs dc nie ow swx 10,692 SMe eZ S275 6,922 Cnn 
Non-Budgetary Receipts and Credits. . 664 556 724 360 SD 
consolidated revenue fund 
outflows 
Budgetary Expenditure 11,921 10,632 8,821 THeey 6,481 
Non-Budgetary Disbursements and 
INS S ements oo or he alaska Ala 1,023 1,404 1,483 911 842 
cash requirements ............... 1,588 2,328 1,305 931 893 
net cash requirements'........... 1,318 1,799 977 707 745 
liabilities 
Debentures, notes and treasury bills 
PrOvVINClalrUlDOSES ncaa. ka s&s 10,895 9.010 7,844 7,008 6,300 
On behalf of Ontario Hydro....... 2,509 2,240 ANS, Weso2 gated pers) 
INO ADINITIOS 7 Goss wie he eee ce 1,783 1,486 1,278 1,000 874 
MoralitiabiitieSte. | 2) se el ole eds 15,187 13,544 10,832 9,390 re fis Fo) 
contingent liabilities 
CONTA HIVONO? -.2o7t So See ik ge 5,624 4,903 3,689 3,199 ZO 2 
Gi AG eRe ame cw | Fe Rete Se ea ie 110 124 154 131 118 
Total Contingent Liabilities......... 5,734 5,027 3,843 3,330 3,030 
ontario public sector funded 
tylenol era aes ee. 23,248 20,933 17,010 15/196 N.A. 
gross provincial product’........ 77,300 65,309 59,615 50,088 43,272 
personal income?’................. 62,400 52,901 46,243 BT21 34,797 
personal income per capita ...... 7,490 6,431 5,713 5,003 4,447 
cash requirements/GPP.......... 2.1% 3.6% 2.2% 1.9% 2.1% 
debentures, notes and treasury 
re ek Bota 5. ha ha hala 17.3% 18.5% 16.0% 16.8% 17.2% 
ontario public sector funded 
cept GPP... 6) ee a 30.1% 32.1% 28.5% 30.3% N.A. 


1Net cash requirements excludes transactions relating to funds borrowed on behalf of Ontario Hydro. 

2Ontario public sector funded debt is the funded debt of the Province and all provincial agencies, boards and commissions including 
local governments net of intra-sector borrowing. 

3Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing in a fiscal year 
column are the preceding calendar year statistics. 


i3 


summary of significant accounting policies 


the accounting entity 


In the operation of its financial affairs the 
Province of Ontario employs the concept ofa 
Consolidated Revenue Fund, unique to the 
parliamentary system of government. The 
financial transactions of government ministries 
are recorded and displayed as Consolidated 
Revenue Fund cash inflows and outflows. With 
respect to the financial operations of provincial 
crown corporations, agencies, boards and com- 
missions, the financial statements of the Con- 
solidated Revenue Fund reflect only the extent 
to which their operations have been financed 
from or have contributed to the Fund for the year. 


the accounting basis 


The Province of Ontario uses the cash basis of 
accounting for its financial transactions, modified 
to allow an additional thirty days to pay for goods 
and services pertaining to the fiscal year just 
ended. In this regard, payments to employees 

for the pay period which overlaps the fiscal year 
end date are apportioned between the two years. 
The cash basis of accounting, modified as des- 
cribed, is used to disclose to the public the 
stewardship of the Government in regard to 
monies entrusted by appropriation, and raised 
through taxes and borrowing. Revenues and 
expenditures being unrelated in nature are 
matched only by timing of cash flow. 


classification of transactions 


The transactions of the Province of Ontario are 
presented in summary form according to the 

three distinct areas of government activity through 
the Consolidated Revenue Fund. 


‘Budgetary Transactions’ are operational 
activities which include the revenues raised 
through taxation, premiums, fees, licences and 
permits, payments from the federal govern- 
ment under shared-cost programs, and income 
from investments. Expenditures on govern- 
ment programs include payments for goods 
and services, interest on the public debt, 
salaries, transfer payments to individuals, 
municipalities and institutions under various 
social programs, subsidies and grants, and the 
acquisition or creation of fixed assets. The 
extent to which revenue exceeds or falls short 
of expenditure directly decreases or increases 
the net debt of the Province. 

‘Non-Budgetary Transactions’ are the lending, 
investment and trust administration functions 
which include, as distinct from expenditure, 


the government lending and investment 
activity in various crown corporations, 
agencies and municipalities. All of these loans 
and advances are repayable or represent 
equity holdings supported by the assets of the 
corporations. Also included in this category is 
the activity within deposit, trust and certain 
special purpose accounts. Disbursements” 
is the term used to describe the lending and 
investment transactions of the government. 
‘Receipts’ consist of the repayment of loans 
or recovery of investments. Credits” is the 
term used to describe payments into deposit, 
trust and special purpose accounts. Payments 
made from these same accounts are termed 
‘Charges’. 


‘Debt Transactions” are the borrowing and 
repayment transactions which include obliga- 
tions issued to both non-public and public 
sources of funds. 


assets and liabilities 

The assets and liabilities reported in the financial 
statements are financial claims which have been 
created by cash transactions. The assets are 
claims by the Consolidated Revenue Fund on 
other parties. The liabilities are claims by other 
parities on the Consolidated Revenue Fund. 


Since expenditures on fixed assets are not con- 
sidered to differ from any other service to the 
public, they are expensed as budgetary items in 
the year of acquisition. Neither do they represent 
financial claims on others and are therefore not 
reported as balance sheet assets. 


Debentures, notes and treasury bills are recorded 
as liabilities at the face value of the debt instru- 
ment, and discount, premium and commission 
expenses are treated as current year budgetary 
transactions. The general resources of the 
Province are used for the continued orderly 
retirement of debt and no sinking funds are 
maintained for this purpose. 


The contingent liabilities of the Province consist 
of guarantees by the Treasurer of Ontario of debt 
instruments issued by provincial agencies, boards 
and commissions and bank loans under certain 
government programs. Other significant legal 
commitments and liabilities are disclosed in notes 
to the financial statements. 


The net debt of the Province is the excess of 
liabilities over recorded assets. It is also the 
accumulation of all budgetary deficits and sur- 
pluses since Confederation. Year-to-year changes 
in net debt are the amount by which revenues 
exceed or are less than budgetary expenditures. 
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STATEMENT OF CONSOLIDATED 
REVENUE FUND 


for the year ended March 31, 1977 


1977 1976 


opening balance ($ millions) ($ millions) 
Cash, temporary investments and 
marketable securities... ... 1,031 856 


budgetary transactions 
Brey CMU sent ood hss caret bed ss a! x SOs 10,692 a2 
ER TIAMICUIINO Maia oe Vasa eh men kA ces 11,921 10,632 
Budgetary deficit......... (1,229) (1,480) 


non-budgetary transactions 
Loans, advances and investments 


PROGR IDS pena dha oc ae eee aru ads 265 249 
DISDUTSCIMIONIS.. 6c. dec bates 907 ts05 


Net increase in loans, advances 
and investments.......... (642) (1,056) 


Trust administration functions 
(Ey peta bio) ANG eg ey Soke a 399 307 
NEMS AED eae eee ecs Bl. bate 116 99 


Net increase in trust administration 
TUVERCLIONIS ot bce sy Fo bie 283 208 


Non-budgetary transactions 
APOE era N ties Fens shone (359) (848) 


cash requirements*.......... (1,588) (2,328) 


debt transactions (note 11) 
Proceeds Oliodns* 2s. 6. ee @: 1,691 2,620 


Retirements of loans.......... 330 1 i Is 


1,361 2,003 


closing balance 
Cash, temporary investments and 
marketable securities...... 804 1,031 


*Includes advances to and repayments from Ontario Hydro. 


**Includes borrowing activities on behalf of Ontario Hydro. 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial Statements. 
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BUDGETARY TRANSACTIONS 


for the year ended March 31, 1977 


revenue 

taxation 
Personal JNCOMmesta xian ok ae ees) ae eee ey ee a 
Retail Sales cancers save e realy 5 sag se stay ch reac anion nate ey Oe Ra eet 
COnmporation: taxeSets cae cee a te 6s trace ay sak cores oleae. eee re 
GaASONMG aX ee, yh opens okra ibs 5 ae ae liao 
Federal government income tax revenue guarantee......... 
TOD ACCOM XG. ti Oe: OMNI en kt Min ee ee de re 
MOtorRVehiGlesiielitaxs., .c.a.c00 4k aecuties 5 penne ee ene ne ea Mare 
SUICEESSIONRC UNV Aare. cacy Anes 2G. tie Aan arenes ame, Ore ee eee 
OUTNETAX STO ee Petals oe ud enc Pa hac aes DES SE gee eee ee 


other revenue 
Premiums—Ontario Health Insurance Plan............... 
Profits—Liquor Control Board of Ontario................ 
Vehicle fegistratiOn fees wee ns: e eee Wy <e-cba teat ees Seems 
Other fees andulicencesy sa as Aad wc oy Cocaine ee 
Profits Ontano ottery Corporations... 1). ute a ee 
Fires and enaltieS acerca. 1a ear et once beaut een ee oe 
Miscellaneous 


government of canada 
Hospital Insurance and Diagnostic Services Act — 
HOSDitaleOPelatiOnis a kyr otan ts oe eee re eee 
Canada Assistance: Planine.02 bo 12ers ee ce eee, et ee ee 


interest on loans, advances and investments 


total revenue 


1977 


($ millions) 


1,782 
1,775 
1,002 
508 
496 


tS76 


($ millions) 


oro 
T7328 
1,140 
505 
255 
104 
Lie) 

64 
165 


5,205 


573 
So 
222 
LOS 

42 

47 
162 


1,484 


1977 1976 


expenditure ($ millions) — ($ millions) 
social development policy field 
lati tet Ri ea ee aa nes kay en ane Gite eN ent chee ch ae ee: 3,401 2,985 
SING SU Tag ROSY ity Recreate en mea teeta Sa ana a ep ee Me 1,984 1,776 
Polleges and \OMIVerSILICS paode sia peso) eee ua ea pied Hkh ie 1,158 OS 
Cammunity andeoOClalkOSeIrvices. Aga oe" fa he tec ois a 947 881 
SULTS eaICIReC FOCTION ate ie ota oe ci oie a See ae carla ats 144 109 
7,634 6,770 


resources development policy field 


liransponmatlon and COmMMUMICATIONS: «11.45. 00 a. oe oo eee 966 964 
NatULAINR CSO UlCOS mae ant ee einen es Re oral ee ee ee 240 207 
PNG LEGO SAIN ONE OOC otis os oe ou ee me rah ae ee ON aie eee 166 12 
PSNR a yok ak NS bees ee eee ee Pie ere tn ee ene 157 192 
VARS) TRCN ae meer, ere eee = ees Pana oy ee ater 99 83 
lic Stave iCamOull Sill, area (eke a opew ears & ie Sct eck es 56 50 
EO Ue eR ER Bea Oh stag on Be, hea Acc: stone Oat ah a oe ay 20 20 
Pre Ha ese ane eB RN aca ec aa ae ers geet atts TPE a ae 3 3 

1,707 1,671 


justice policy field 


BO ECTIONA SOIVICGS «oct ok oe ee ee ec sae 145 122 
SONCITOMGECICLAaee i ook tae ooo at be aot ihe B bnele seer ne wees 144 128 
PRIPOUIG MG CHCRAI 1c nike 2 acre ree oo aaa s Can og wea eet 119 101 
Gonsumer-and:.Commercial Relations 2.5.4.5 ss aa5s 50 as 60 43 

468 394 


general government 


Treasury, Economics and Intergovernmental Affairs......... 512 422 
ISISVOLOGT SGIVICES 3. eo taccnkeed es eas eae ik ales, risa eres aed 295 288 
Fae Ne re Pee ei ee RON ea h as conc Megat ope Ml ane (oe 198 Vis 
DE COMOLT NEA SSEIMMDIV caren dn ae Sees aa a eal nian ss AS 17 30 
CIC et ne ce eet Actin be laws Suk anu noay Syed aie a 21 i 

1,043 930 


public debt— interest 


total expenditure..._._—s«_is—adi(dw)i§)§nin ddd dee 11,921 10,632 


NON-BUDGETARY TRANSACTIONS 


for the year ended March 31, 1977 


1977 126 


($ millions) ($ millions) 
loans, advances and investments 


Receipts 

OntarvocAVaron, 29 lek. aires Si ete eu ae ie or cerned, ee 50 57 

Other corporations, boards and commissions 
The Ontario Education Capital Aid Corporation... . 57 51 
The Ontario Universities Capital Aid Corporation. . . 24 23 
Ontario Mortgage Corporatione. se es ee 28 2a 
OTE eee cane a A ee eer thee ee taal eee 42 52 
Water treatment and waste control facilities.......... 32 ie 
LOansStOmUMCipaliti6S crates ea entire Meret wal coi Vinge: 16 hed 
Other loans and investments arta ee ec ee ee 16 15 
265 249 

Disbursements 

ONTATIOAFIVGTO. ms, olgaens cette ars ee triage er, Clore he oe 300 B79 

Other corporations, boards and commissions 
Ontario Mortgage Corporation. .....4. 4.24 ven 181 178 
OntariotHousing Corporanonie: «a0 sa oe 36 56 
The Ontario Education Capital Aid Corporation.... Th 98 
The Ontario Universities Capital Aid Corporation. . . So 42 
CHAE sephora che UR ee ONT Pa titi Nicaea ee 55 97 
Water treatment and waste control facilities.......... 146 iWeb 
LOaAnS. LOsmUnIeIDalibe@Sigaeam det fi eee etc eee ee eee 43 "i 
Other loans-and investments .:. 2 ac5 grees pre een ce oe 36 33 
907 1,305 
net increase in loans, advances and investments |. 642 1,056 


trust administration functions 


Credits 
Deposits to pension funds and deposit, trust and reserve 
SECOUMIG 4 hte te AN Sree Rc S eget et seis 346 254 
Province of Ontario Savings Office Deposits 
NEE MICVOASE 4. a aco) dl es nes nea ites pale ban eras ee 53 53 
399 307 
Charges 
Payments from pension funds and deposit, trust and 
PESOTVE GCCOUINES 6 ra en ee a oe etal rte 116 99 
net increase in trust administration functions ._.. 283 208 
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DEBT TRANSACTIONS 


for the year ended March 31, 1977 


1977 1976 


($ millions) —($ millions) 


proceeds of loans 


Non-public 
Canada Pension Plan Investment Fund.............. 813 784 
Teachers’ Superannuation Fund.................... 334 197 
Ontario Municipal Employees Retirement Fund........ 180 156 
Government of Canada, Federal- Provincial Employment 
IMGEHIIVG: PLOGKAMISA NOLGs |) l)-< ae seweca a oan ee 74 
Central Mortgage and Housing Corporation— waste 
SOMO! LOANS (MOLI wa ehaais G8: Oh A ore Re aero nA 64 59 
17391 1,270 
Public 
Orr benaimorontaniOs tH VOCOr a iGk, eae crore ys ore eee 300 575 
ROTEGe ETA BDOUIDOSESRY.. miter ion Bata see Ge. ee, Se 450 
ie AS HIN ROM on Me ctu tans «seen etait conn gae oe ee Caen er ae 325 
300 1,350 
total proceeds of loans.................................. 1,691 2,620 
retirements of loans 
Non-public 
Government of Canada, Federal- Provincial Employment 
Incemtvesrrograms. (NOE) oe 2a a ws een, eee we 34 10 
Government of Canada, Municipal Development Loan 
2 Ga TATE pe, A ch ana aS Pe Die ha Rae yh Oe ee ae 4 5 
Central Mortgage and Housing Corporation—waste 
CONT Oe OaTisa ANOLE TT Vita ae ae & cag tates SP ere eh 31 25 
69 40 
Public 
Omipehan Onoda OI vOlOn, is eeu on eo ore ws Oe 30 45 
PUVA PROLAL TROD SES . sac tata ae Bune degra nuk wer AL attests 36 a2 
ERR SUM a LIU SrCL TACO NG tI nc nie CRA RL sha cot Sean. a! Git OS atanenr Sitar Deak 195 
261 "25 


total retirements of loans.......................... 330 TT 


STATEMENT OF ASSETS AND 
LIABILITIES 


as at March 31, 1977 


1977 1976 
($ millions) ($ millions) 
assets 
Cash, temporary investments and marketable securities (note 1)... 804 OS 
AAVANCeS tOLOntaliG) YVGlOs (NOLES ree acter wetter Never et ees 2,557 ZO 
Advances and investments—other corporations, boards and 
COMMISSIONS: (NOte cs) cae) Mme eee een gy car Ar oceg7 eee 4,333 4,102 
Investments in water treatment and waste control facilities (note 4) 780 666 
GANS LO TMUNICIOGNTICS a. 4. ones ce mene Ah trues mere cach eka 300 22. 
Other loans and investmentsetmoOte. 5mm uric ty eee ie ee, 256 238 
Totalirecotdedtassets 5. sat 6 et pe anys Aerie aa ~ 9,030 8.616 
Wet Die it te aie tesa ite a are ete A APO vets, Lah We toe ea eras 6,157 4,928 
15,187 13,544 
liabilities 
Deposits with the Province of Ontario Savings Office. .......... 339 286 
Pension: funds: (OTe 6) cn. i Salone ele a ee ee 1,140 954 
Deposit trust-and. TeServerdCCOUNIS 05 ine apes tee ee 229 188 
Advances payable (nOte. 70) tee wists io eae eee eee 75 61 
FiGAS Uy DUNS ayo ce eee shee os hot Se eer en leet ea 130 a2 
Debentures tand notessCmOte CG )icy steer ets we ee a at ee 13,274 (MET ESR: 
15,187 13,544 
Contingent liabilitiess(note:-O)) 25 ¢271 ess 27 ae one cane ieee 5.734 ~ 5,027 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial Statements. 


Approved on behalf of the Ministry of Treasury, Economics and Intergovernmental Affairs: 


A. RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economics and Intergovernmental Affairs. 
G. McINTYRE, F.C.A., Executive Director, Treasury Division. 
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notes to the financial statements 


(All figures in millions of dollars) 


note 1. cash, temporary investments and marketable 


securities 1977 1976 
HOMO OrINVeINVESUINCTITS: 2 creat rite A) e nr lee Teme: in Re Ann en etge is SE MNES Ss! age M5 $15191 $1,186 
MatKevablesSeCUnittG Sweety tt tt Way Se yee nad a Pao curs 8 WM Gane ke ayy Saree oa Dale Norelco 105 308 
Sas GOK Se eee oe et eee Pea NE cate th ae hk PEM leet s a ia Bate (492) (463) 


‘$804 $1,031 


Temporary investments include obligations of Canadian chartered banks and other short term investments. 


Marketable securities which are valued at cost consist of debentures and bonds issued by the Province 
of Ontario, Ontario Hydro and the Government of Canada. The market value of marketable securities was 
$102 million and $294 million at March 31, 1977 and 1976 respectively. 


Cash in banks includes cheques written during the 30 days following March 31. The amounts were $540 
million and $594 million in 1977 and 1976 respectively. 


note 2. advances to ontario hydro 1997 1976 


DEC UILO CIs BONUS oir ew nan te ey anh) RA cee nu eee Suenos At eee © io ae gif BOT $2,510 $2,240 
Nuclear Power Generating Station-Pickering............ 0.000.000. cee eee 47 67 


$2037 $2,307 


The Province, in addition to guaranteeing all Ontario Hydro debt obligations, has issued U.S. dollar 
debentures on behalf of Ontario Hydro. The proceeds have been advanced to Ontario Hydro in exchange 
for U.S. dollar bonds with the same terms and conditions as the debentures of the Province. 


The Province by agreement with Ontario Hydro and Atomic Energy of Canada Limited contributed to the 
capital cost of the Pickering Nuclear Power Generating plant and under the terms of the agreement 


receives payment based on the net operational advantages of the plant. These payments which have 
amounted to $53 million have been applied to reduce the advance. 


note 3. advances and investments— other corporations, boards and 


commissions 1977 1976 
ine cOntane Eaveduon. Capital Aid Corporation: . <6. Ge oe a ee $1,254 $1,234 
The Ontano. Universities CapitaleAid Corporation... #2 -< 349. 6) eas wl es 225 15216 
NLA mAOlodaGe COrpolralloOte seta ss xtra Gets ee een bya Bee bie 8 694 541 
A MAH ORLA CPCsOlOOAC ON s-ark ice cain kit nh gee eee eit tee ct ae res cake as Cohen taRG e ae 4 oot aes 338 338 
CEAIIOR OUST CC OUOOlatlOar tia nk cee. hak A eee mi ad ahs cae ad aia ta ae 330 305 
DEVE AO Mb Ol OCOUIONIS sa tee. tas cles See Ne a a ete Ui Leta, hee Remade ay 4 la 157 148 
EMILE Mes VeCOlLOOra Onin al eter acl nena otek eh cm ele Mee stan ato aeene 100 100 
SULA TS Ste, CRG Se ee eee UY Rag 2 om een eee aer aah eee Ok eee Ne SA ard ae ge 250 220 


$4,333 $4,102 


The Ontario Education Capital Aid Corporation receives government advances to purchase bonds or 
debentures issued by school boards for capital expansion programs. The securities held by the Corpora- 
tion are the obligations of the individual school boards. Under current support arrangements for local 
school boards, a portion of approved operating costs (which include interest and principal payments) 
are covered by provincial grants. 


The Ontario Universities Capital Aid Corporation employs government advances to purchase bonds or 
debentures issued by provincial universities, colleges, the Art Gallery of Ontario, the Royal Ontario Museum 
and municipalities on behalf of public libraries, for approved capital construction projects. The securities 
held by the Corporation are the obligations of the issuing institutions. However, under the Province’s 
current program of financial support of post-secondary education, these institutions receive annual budgetary 
grants from the Province to cover the full amount of interest and principal due to the Corporation. 
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Ontario Mortgage Corporation utilizes Provincial funds to provide subsidized mortgages for home owner- 
ship and rental accommodation. The programs are directed at low to moderate income groups and areas 
with low vacancy rates. For the years ended March 31, 1977 and 1976, the Province paid subsidies 
amounting to $1.6 and $1.4 million respectively to the Corporation for certain loans made at interest rates 
lower than cost. 


Ontario Land Corporation employs advances from the Province to assemble land for new communities 
and industrial parks in Ontario. The assets of the Corporation are primarily land. 


Ontario Housing Corporation plans, constructs and manages residential housing projects. Financing 
is provided by the Province and Central Mortgage and Housing Corporation (a federal crown corporation). 
Operating subsidies are shared by the Province, Central Mortgage and Housing Corporation, and munici- 
palities. The Province’s share of the subsidy for calendar 1976 and 1975 was $66.6 and $50.4 million 
respectively. 


Ontario Development Corporation and the related Eastern Ontario Development Corporation and the 
Northern Ontario Development Corporation are lenders of last resort for the encouragement and expan- 
sion of manufacturing and tourist operations in slow growth areas, the expansion of exports and sub- 
stitution of imports, and the launching of new products and techniques. The Province’s investment is 
made up of $7 million in equity and the remainder in advances. The Corporations have a $5 million equity 
investment in industrial parks, but the bulk of the assets are loans. The Corporations received transfer 
payments of $16.4 million and $17.2 million in 1977 and 1976 respectively to cover loans forgiven and 
written off. 


Ontario Energy Corporation was established to develop energy supplies for Ontario through investment 
in energy exploration, development and production. The Corporation’s major involvement is a 5% equity 
investment in Syncrude Canada Ltd. (a joint venture of government and private enterprise to develop the 
oil sands in northern Alberta). It is estimated that Ontario's investment will total $105 million from 1975 
through 1978. The Corporation has also been authorized to participate in the research aspects of the 
Polar Gas Project up to a level of $16 million. The project is a consortium which is studying the movement 
of natural gas from the eastern high Arctic to southern markets. 


note 4. investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems 
to serve municipalities. Under the agreements with individual municipalities the costs of construction 
and operation of the facilities are fully recoverable over the period of years provided in the agreements 
with the municipalities. 


note 5. other loans and investments 1977 1976 
Moans to(public hospitals. 2.0. ib-.qare ae ato ts & tee wen capers nde te ge heey as $ 243 S 7225 
NiiscellAnecusSies Os ceed ta oer Sus Watt ose bie ee kia ate ieee ek, cuore es 1s to 


$ 256 $ 238 


The loans to public hospitals are for capital construction. In fiscal 1977 and 1976 the Province made grants 
of $16.2 and $14.7 million respectively to assist public hospitals in meeting principal and interest payments. 


note 6. pension funds 1977 1976 
Public:-Service: Superannuation Funds$.2 005... wc) wees « 6S. ate a ee A $1,129 $ 941 
Legislative Assembly Retirement Allowances Account.........--- 665+ see ee eee 11 10 


$1,140 $7951 
Based on actuarial studies as at December 31, 1973 the Public Service Superannuation Fund has un- 
funded liabilities as follows at March 31, 1977: 


1. An initial unfunded liability of $83 million, upon which an interest contribution is credited annually 
to the Fund in accordance with the Pension Benefits Act. 


2. A residual unfunded liability amounting to $161 million which is required to be amortized in the 
16 year period ending April 1, 1989 by annual payments of $16 million. 


As at March 31, 1977, the Province had made all required payments. 
An actuarial study as at December 31, 1976 is currently being prepared. 
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Teachers’ Superannuation Fund 

Through the budgetary expenditures of the Ministry of Education, the Province of Ontario makes annual 
contributions to the Teachers’ Superannuation Fund administered by the Teachers’ Superannuation 
Commission equal in amount to contributions by members. Further, the Province is committed to paying 
any deficiency in the Fund. As at March 31, 1977 the Province had made all payments required by the 
December 31, 1972 actuarial study. Subsequent to the fiscal year end, the Teachers’ Superannuation 
Commission has received a new actuarial study as at December 31, 1975. Based on the study, the Fund 
has unfunded liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $23 million 
should be credited annually in accordance with the Pension Benefits Act. 

2. Residual unfunded liabilities of $1,069 million which are required to be amortized from December 
31, 1976 by annual payments of (a) $21.9 million to December 31, 1989; (b) $5.9 million to 
December 31, 1980 and (c) $93.7 million to December 31, 1990. 


note 7. advances payable 1977 1976 
Central: Mortgage and Housing Corporation; ...0. 0. Sen en he ee + 56 $ 47 
Ontario Municipal Employees Retirement Fund.................. 00.000. eee ue 19 14 


The Central Mortgage and Housing Corporation advances funds to the Province on an interim basis for 
a portion of the cost of waste control projects under construction. When a project is completed the advance 
is partially forgiven and the balance converted to a forty year serial debenture. 


The Ontario Municipal Employees Retirement Fund deposits surplus funds with the Province and on 
December 31 each year receives a debenture for all funds deposited in the calendar year. The balance 
in “advances payable” represents deposits made between January 1 and March 31. 


note 8. debentures and notes Payable in 

Canadian United States Deutsche 

Dollars Dollars Marks Total 
Maturing within 1 year................... $ 68 $ $ 4 $ 72 
Maturing within 2-5 years................ 255 11s pes Suz 
Maturing within 6-10 years............... 894 SF (2 24 1,230 
Maturing within 11-15 years.............. 2,639 45 2 2,686 
Maturing within 16-20 years.............. 5,034 iy 5,065 
Maturing within 21-25 years.............. 1,480 590 2,070 
Maturing within 26-30 years.............. 283 1,440 1,723 
Maturing within 31-35 years.............. 22 22 
Maturing within 36-40 years.............. 14 14 

$10,689 $2,533 Si 2 $13,274 


The U.S. dollar debenture liability is recorded at par with the Canadian dollar and with the exception of 
$23 million, has been incurred on behalf of Ontario Hydro. The Province holds U.S. dollar bonds of Ontario 
Hydro having the same terms and conditions as the debentures of the Province. 


The Province has borrowings of 184 million Deutsche Marks recorded at $52 million, the Canadian dollar 
equivalent at the time of issuance. At March 31, 1977, the Canadian dollar equivalent was $81 million. 


note 9. contingent liabilities 


The Province is guarantor of certain obligations of Provincial Corporations, Boards, Commissions, and 


Agencies as follows: 
1977 1976 


ULE TA Tole a bitte (201s A ae 38 A Lan EAN Ce RG gle Ae ce Se Paes ee Nee aN $5,694 $5,022 
PROVINCIAL wOlOrauOnss © fen aihec wile Vege <5. one Anse eras awe ain is te 81 95 
RAISER als eee ne rs ere is aaa ay sero) tell Yo, 4 ke», eae ee) eee wt een et hte. aa 28 29 


Less: Ontario Hydro bonds held as investments of the Province................. 69 119 


note 10. long-term leases 
The Province has long-term lease commitments for accommodation amounting to $143 million to 1982 
and an additional $125 million for years beyond 1982. The lease payments made in 1976-77 amounted 
to $43 million. 


note 11. changes in accounting treatment and comparative figures 


In the year ended March 31, 1977, the Province changed its practice of accounting for bi-weekly payrolls. 
Payments to employees for the pay period which overlaps the fiscal year end date are apportioned between 
the two years. This change had the effect of increasing 1977 expenditure by $41 million. 

In 1977, the Debt Transactions classification ‘Repayments of loans” was replaced by “Retirements of 
loans’ to include the presentation of certain amounts of debt forgiven under the terms of agreements 
with the Government of Canada and the Central Mortgage and Housing Corporation. Formerly, debt 
forgiven was deducted from ‘Proceeds of loans”. The amount of debt forgiven in 1977 and 1976 was 
$57 and $34 million respectively. 


Where necessary 1976 figures have been reclassified to conform with the 1977 presentation. 


note 12. anti-inflation legislation 


Pursuant to the terms of an agreement between the Province of Ontario and the Government of Canada, 
the Province is subject to controls on compensation instituted by the Government of Canada in the Anti- 
Inflation Act, effective October 14, 1975. 
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| am pleased to present the 1978 Financial Report 
of the Province of Ontario. 


For the third successive year | can report that the 
Province of Ontario has reduced its rate of year over 
year spending growth. The determination of the 
Government of Ontario to control spending is the 
principal element of our broader goal towards a 
balanced budget. The revenue shortfall which we 
experienced in 1977-78 is only a temporary setback 
in our plan to reduce the public sector demand on 
the Ontario economy and free up resources for the 
private sector. 


This report provides some commentary on the 
major aspects of Ontario’s finances and presents 
the financial statements of the Province for the 
fiscal year ended March 31, 1978. The Public 
Accounts submitted to the Legislature annually 
should be referred to for detailed information. The 
policy aspects of Ontario’s financial operations are 
discussed in the annual Ontario Government 
Budget. 


It gives me special pleasure to announce that this 
1978 Financial Report is also available ina French 
edition. 


Comments or questions will be welcome and 
should be directed to the Treasury Division of the 
Ministry of Treasury, Economics and Intergovern- 
mental Affairs. 


My Se 


Toronto, August 1978 


Copies in either English or French may be obtained from: 
ONTARIO GOVERNMENT BOOK STORE 

880 Bay Street 

Toronto, Ontario M7A 1N8 

(416) 965-2054 


Des copies anglaises ou frangaises 

peuvent étre obtenues en s’adressant ala 
LIBRAIRIE DU GOUVERNEMENT DE L’ONTARIO, 
880 Rue Bay 

Toronto, Ontario M7A 1N8 

(416) 965-2054 


HON. W. DARCY McKEOUGH, Treasurer of Ontario 


1977-78 RESULTS IN REVIEW 


spending performance 

For the third successive year the Province of 
Ontario reduced the growth rate of its spending, 
which for the year ended March 31, 1978 was $13,544 
million, some $154 million less than forecast in the 
1977 Budget. For the second consecutive year all 
unforeseen additional spending was fully financed 
from internal constraints and further savings found. 


Growth Rate in Spending 
1974-75 1975-76 1976-77 1977-78 


24.7% 15.1% 10.1% 8.6% 


Growth Rate in Gross Provincial Product 
1974 1975 1976 1977 


18.5% 9.6% 13.0% 20 


Expenditure control has been effected in all areas 
of spending, as each ministry has planned its an- 
nual program within a pre-determined expenditure 
total. Furthermore those agencies, boards and 
commissions that draw funds from the Province 
have been subjected to a much greater level of 
scrutiny and control in the budgetary process. 


The cumulative effect of several years of vigilance 
in appraisal of over 500 program activities is 
steadily assuring only the most essential and effec- 
tive spending. 


income performance 

The revenues of the Province amounted to $11,782 
million during the year, an increase over the 
previous year of 5.7% for all classes of income. It is 
also $839 million or 6.6% less than forecast in the 
1977 Budget. 


There are two basic reasons for this underperfor- 
mance of revenue in relation to the Budget forecast. 


Firstly, there was a distortion in the actual cash 
flows of Personal Income Tax. The Federal Govern- 
ment, which collects the tax on behalf of most of 
the Provinces, adjusted the revenue payments 
downward by $525 million during 1977-78 to com- 
pensate in part for its overpayment in the previous 
year and in part to correct its overestimation of tax 
revenue in the current year. Secondly, the general 
recovery of the Canadian economy has been 
somewhat slower than expected and this affected 
the projections for most of Ontario’s major tax 
revenues. Further detail of these trends is given in 
the Budgetary Revenue Section of this report. 


net cash requirements 


Net cash requirements were $1,762 million in 1977-78, 
$444 million greater than in the previous year, 

and due in total to the significant revenue shortfall 
from the 1977 Budget Plan. 


The Province was able to finance these require- 
ments without entering the public debt markets. This 
was the second consecutive year that Ontario left 
the Canadian public market available to other 
borrowers. 


The required financing was raised from funds 
available from the Canada Pension Plan and other 
public sector pension funds, with the balance of 
requirements being obtained by reducing the level 
of liquid reserves. 


Itis a reflection of Ontario’s sound financial 
policies that the Province enjoys the highest credit 
rating available in the United States capital market. 


ontario hydro 


When Ontario Hydro finances its capital program in 
the United States, the Province traditionally 
borrows money on its behalf in that market. The 
Province then lends that sum on identical terms to 
Hydro. 


In law, the Province is primarily and wholly liable to 
the investor, with a corresponding offsetting asset 
due from Hydro. 


These assets and liabilities offset and the attend- 
ant interest flows are reflected in this report, the 
Public Accounts of the Province and in all prospec- 
tuses, unless otherwise stated. 


The effect of this financing is to increase the 
Provincial cash outflow for both interest paid to in- 
vestors and principal loaned to Hydro. The interest 
received and proceeds of public borrowing are 
similarly increased. The other effect is to increase 
the Province’s own net cash requirements by the 
principal loaned to Hydro, less any repayments. 


The Provincial budget, and its financial tables, are 
framed around the operations of the Province on its 
own account, and all such offsetting revenue and 
expenditure flows are netted out to display more 
clearly the Province’s own account activity. 


In addition the Province guarantees all debentures 
sold by Hydro in markets other than the U.S. In 
those publications that list Provincial liabilities 
these guarantees appear as Contingent Liabilities. 


Pages 2 and 3 of this report exclude all Hydro trans- 
actions; unless otherwise stated the effect of 
Provincial borrowing activity on behalf of Hydro is 
included in all other subsequent figures where 
relevant. 


The capital market activity of Hydro can be sum- 
marized as follows: 


1975-76 1976-77 1977-78 


($ millions) 
U.S. Loans (net) 529 270 392 
(Provincial Liabilities) 
Other Loans (net) 1213 720° 432 
(Contingent Liabilities) . j= __ a 
1,742 990 824 


BUDGETARY REVENUE 
major revenue sources 


$ billions 
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per cent 


personal income tax 


retail sales tax 


corporations tax 


other taxation 


payments from the 
federal government 


health premiums 


other revenue and interest 


1974 1975 1976 1977 1978 


The Budgetary Revenue of the Province includes its 1976-77. The $11,308 million yield was an increment 


own levies for taxation, premium and fee income, of only 5.8% over the previous year, or 5.6% if trans- 
interest received, and payments from the Federal actions with Ontario Hydro are excluded. Essen- 
Government under fiscal arrangements and shared- tially this was caused by the Federal recovery of 

cost programs. Taxation is by far the largest overpayments made against its high estimates in the 
category, accounting for almost 59% of the prior year, together with a smaller increase in Retail 
Budgetary Revenue. Sales Tax and Corporation Income Tax caused bya 


An unusually small increase was recorded in lesser economic growth than anticipated. 


Budgetary Revenue in 1977-78 when compared with 


established programs financing 

In 1976-77 Ontario received $2,235 million in 
payments from the Government of Canada. Most of 
these payments were in respect of shared-cost 
programs. 


For some time Ontario wished to alter the shared- 
cost feature of many of these programs, and in 1977 
the Federal-Provincial Fiscal Arrangements and 
Established Programs Financing Act introduced 
revised arrangements for three major programs in 
the Health and Post-Secondary Education fields, 
viz. Hospital Insurance, Medicare, and Post- 
Secondary Education. 


The result of the new arrangements was that the 
Federal Government transferred certain Income 
Tax points in favour of the Province, plus a Federal 
annual unconditional cash payment to the Prov- 
ince, which would be increased each year by a for- 
mula linked to the Gross National Expenditure to 
continue as Established Programs Financing. This 
did not affect the total income tax paid by a tax- 
payer, it merely altered the proportion of that tax 
allocated to each jurisdiction. 


The effect in 1977-78 was to increase significantly 
the collections of Personal Income Tax. On the 
other hand, payments from the Government of 
Canada decreased. 


taxation 

On a strict cash flow basis, personal income tax 
collections improved from $1,782 million in 1976-77 
to $2,447 million for this year. This increase is at- 
tributable mainly to the new fiscal arrangements. 


These new fiscal arrangements have now 
established the more income sensitive Personal 
Income Tax as the single greatest source of 
Ontario’s Budgetary Revenue, at almost 22%. 


Retail Sales Tax showed a growth of 8.5% over 
1976-77, from $1,775 million to $1,926 million. Given 
the 12.4% growth in Personal Income in Ontario, 
this yield was expected to be higher, however it ap- 
pears that Ontario consumers, in common with 
those in the rest of Canada, reacted to the present 
economic conditions by restraining spending. In 
addition, this tax was removed from some energy 
conservation materials and equipment by the 1977 
Budget. In spite of this moderate growth, Retail 
Sales Tax remains second only to Personal Income 
Tax in importance within the total Provincial 
taxation field, and is now about 17% of Budgetary 
Revenue. 


Corporations Tax showed a slight increase from 
$1,002 million last year to $1,014 million in 1977-78. 
The increased rate of collections is very low at 
1.2% partially because there were a number of tax 
changes favourably affecting corporations in the 
1977 Budget, notably the 3% inventory allowance. 
The fact remains though that the trend for 
Corporation Tax is reflecting new low profits of 
many corporations in the sluggish and slower than 
average growth economy of the last few years. As a 
result this tax is declining slightly in its relative 
yield to the Province. 


Other Taxation actually dropped by $204 million 
compared to the previous year, from $1,447 million 
to $1,243 million. The chief cause was the reduction 
of the Federal Revenue Guarantee from $496 
million in 1976-77 to $210 million in 1977-78. This 
reduction was expected as the agreement with the 
Federal Government expired in 1976. Receipts sub- 
sequent to the expiry date relate to adjustments of 
prior years’ payments. There was a large decrease 
in Mining Profits Tax due to depressed metal 
prices, where collections of $23 million were even 
lower than the previous year’s $42 million. Most of 
the other taxes in this group performed according 
to expectations with the exception of Tobacco Tax 
where the rates were increased at the beginning of 
the year. 


Health Premiums (O.H.1.P.), being tied to insured 
population, only advanced by 4% during the year, 
whereas health costs to the Province increased by 
around 8%. A premium increase was introduced for 
the 1978-79 fiscal year to maintain an approximate 
30% relationship of premium revenue to health 
costs, while maintaining full free coverage or 
premium assistance to 1.9 million people 

over 65 or with low taxable incomes. 


Federal Government Payments declined by $173 
million to $2,062 million substantially due to the 
new fiscal arrangements transfer of tax points. The 
first year’s payments received under the new 
Established Programs Financing amounted to 
$1,400 million. 


| ES a 


BUDGETARY EXPENDITURE 
major components 
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— health insurance plan 


— education support 


— income support 


— other transfer payments 


INTEREST 


SALARIES, WAGES AND 
EMPLOYEE BENEFITS 


OTHER EXPENDITURE 


1974 1975 1976 1977 1978 
As is the case with the income side of the Prov- Almost 72% of Budgetary Expenditure represents 
ince’s activities, the largest proportion of the trans- transfer payments to third parties, some two-thirds 
actions fall within the Budgetary classification. of which are in the Health or Education fields. The 
Budgetary Expenditure has now risen to over 92% remaining budgetary expenditures consist of in- 
of total spending. This also reflects a deliberate terest paid on debt obligations, and salaries and 
policy to reduce lending activities which can be related costs of civil service employees, together 
adequately served by private financial sources, or with other expenditures which encompass the day- 


which can be categorized as budgetary. to-day operating costs of the Provincial Government. 


ontario health insurance plan 


The Ontario Health Insurance Plan provides a most 
comprehensive plan for medical care for the 
residents of Ontario, ensuring thai residents are 
not personally faced with substantial costs at the 
time of illness. 


Since this one Plan has absorbed some 24% of the 
Province’s Budgetary Expenditure, it has been 
critical to any attempt to reduce the overall rate of 
growth of Provincial spending to ensure that health 
costs do not escalate at an excessive rate. In 1977-78 
$3,068 million was spent on transfer payments 
under the Plan, consisting of $1,992 million for the 
operation of hospitals, $898 million for payments to 
doctors, with the balance being spent on ambu- 
lances and extended health care. The total increase 
_ in percentage terms over 1976-77 was held to 8.1%, 
but this amounted to $230 million. 


The costs of the operation of hospitals grew by only 
5.7% during the year, which reflects the Province’s 

continuing vigilance over health costs, while during 
the same period 600 additional beds were approved. 


Payments to doctors on the other hand grew by over 
12% from $800 million to $898 million, in spite of 
the fact that the fee schedule rates were increased 
by only 6.5% on May 1, 1977. The balance of the 
increase reflects increased patient utilization of the 
service. 


education support 


The Province’s support to education increased as a 
proportion of Budgetary Expenditure from 25.0% 
last year to 26.0% this year. In dollar terms, transfer 
payments on behalf of School Boards and Colleges 
and Universities were $3,412 million in 1977-78, an 
increase of $433 million. 


$1,870 million was transferred directly to School 
Boards, and an additional $381 million paid on their 
behalf to the Teachers’ Superannuation Com- 
mission as employer’s matching pension con- 
tributions and unfunded liability payments. This 
represented increases over the preceding year of 
$178 million and $173 million respectively. 


In the area of post-secondary education overall 
spending by the Province amounted to $1,161 
million in 1977-78, an increase of 7.7% over the 
previous year. Ontario’s universities and 
colleges provided education to over 490,000 full- 
time and part-time students in Ontario. 


The following table shows enrolment and full-time 
teacher statistics since 1971: 


Elementary Schools Secondary Schools 


Pupil/ Pupil/ 
Pupils Teachers Teacher Pupils Teachers Teacher 

Ratio Ratio 
1971 1,456,840 62,166 23.4 574,520 4,771 16.5 
1972 1,445,101 61,977 20:3 583,013 34,896 16.7 
1973 1,422,885 60,774 23.4 585725 34,366 17.0 
1974 1,404,839 61,102 23.0 589,650 34,794 16.9 
1975 1,389,478 63,223 22.0 605,160 36,467 16.6 
1976 1,360,085 62,956 21.6 613,055 36,046 17.0 
1977 1,329,396 62,318 21:3 613,833 36,214 a720 


budgetary expenditure—continued 


income support 


The major elements of income support are payments 
made to individuals under the Family Benefits 

Act and the General Welfare Assistance Act. 
Family Benefits are made available by the Province 
to those persons who have insufficient income to 
support themselves, and who are likely to be in this 
situation on along term basis. Persons who havea 
similar short term problem obtain benefits from 
their municipality. The Province assists the 
municipality under the provisions of the General 
Welfare Assistance Act. In 1977-78 $550 million in 
total was paid under both Acts, an increase of some 
12% over the previous year. 


The other major component of income support is 
the payment of Guaranteed Annual Income Sup- 
plements, which decreased from $118 million in 
1976-77 to $108 million this year. This drop of a little 
under 8% stems from certain adjustments made in 
eligibility and other criteria in 1976 and 1977. 


It should be noted that while these three transfer 
payments are significant, they are by no means the 
only form of support given to low income earners. 


In 1977-78 the Province expended $72 million 
towards prescription drugs for eligible residents. It 
also subsidized housing to the extent of $81 million. 
In addition to this the Province refunded $428 
million of tax credits via the personal income tax 
collection system to reduce Property Tax and Retail 
Sales Tax impact while granting $280 million in 
O.H.1I.P. Premium Relief. 


The total assistance to low and medium income 
families in Ontario amounted to around $1,500 
million. 


other transfer payments 


Other Transfer Payments include numerous 
payments that the Province provides throughout 


the year covering support to a wide range of 
individuals and organizations. In 1977-78 these 
totalled some $2,239 million, an increase of $152 
million over the previous year. A large part of this 
growth is attributable to increased road subsidies 
to municipalities, the initiation of the Ontario Youth 
Employment Program and funding of projects, 
facilities and events from profits of the Ontario 
Lottery Corporation. 


interest 


Interest on the Public Debt was $1,242 million in 
1977-78. No deduction is made for the interest 
received on loans made to Ontario Hydro, or to any 
other body that has been financed by a loan or an 
advance from Ontario. During the year the Province 
received interest of $648 million from all funds 
invested, thus the net interest cost was $594 million. 


The table below compares the interest paid on 
funds borrowed for Provincial purposes to the total 
interest payments on all borrowings, including 
those on behalf of Ontario Hydro. 


salaries, wages and employee benefits 


Reflecting the continuing constraint in growth and 
salary settlements in the Civil Service, the expen- 
diture for salaries, wages and employee benefits 
accounted for $1,486 million a rate of growth of only 
4% over 1976-77. 


This nominal growth rate was influenced however 

by the effect of retroactive salary payments, timing 
of a payment on amortization of pension liabilities, 
and the accounting method change which caused 
twenty-seven bi-weekly pays to be included in 1976-77 
as described in last year’s report. The direct 

salary increases awarded for contract periods 
commencing during the year amounted to less than 
6%. 


Interest Paid 


($ millions) 
1973-74 1974-75 1975-76 1976-77 1977-78 
Including Ontario Hydro 603 688 867 1,069 1,242 
Excluding Ontario Hydro 524 590 724 890 1,033 


As illustrated, salaries, wages and employee 
benefits now stand at 11.3% of total Budgetary 
Expenditure, the lowest percentage in the five year 
period. 


NON-BUDGETARY EXPENDITURE 
disbursements 

These disbursements are mainly loans and advan- 
ces made by the Province to other provincial and 
public sector agencies. Almost all loans carry a 
market rate of interest and are repayable. 


Ontario Hydro is currently the major beneficiary of 
these loans, receiving $450 million borrowed on its 
behalf by the Province in the United States. 


In past years, a total of some $2,500 million was 
loaned for the construction of schools and post- 
secondary institutions. This need has now been 
largely filled resulting in a marked decline in loans 
of this nature. 


The Province, in these instances, paid grants to 
enable these educational organizations to repay 
the loans, thereby committing itself to make a 
stream of grant payments over a future time period. 
In the future, new financial support of this nature 
will be recognized as a direct grant payment under 
Budgetary Expenditures. 


charges 


These charges are the payment of monies out of 
trust, and special funds held for third parties, about 
half of which total amount represents payments 
from pension funds in custody of and administered 
by the Province. Although included in the budget 
plan for cash planning purposes, the payments are 
made in accordance with the terms of the trust ad- 
ministration and are not generally a function of the 
Government’s operational plan. 


FUNDED DEBT AT MARCH 31 


major components 


$ billions 


1974 1975 1976 


The chart above shows the total funded debt out- 
standing at the end of each year, currently account- 
ing for about 88% of all the Province’s liabilities. 
Virtually all the funded debt is in the form of long- 
term debentures, the major exception being $130 
million of 91 day Treasury Bills. 


1977 


per cent 


canada pension 
plan 


teachers’ 
superannuation 
fund 


ontario hydro 


provincial 
purposes 


1978 


The debts incurred by the Province of Ontario on 
behalf of Ontario Hydro are U.S. debenture issues. 
Of the outstanding debentures for provincial pur- 
poses, $49 million is repayable in Deutsche Marks, 
and $21 million is repayable in U.S. funds. All other 
debts are repayable in Canadian currency. 


All debentures issued directly to the public by 
Ontario Hydro are guaranteed by the Province. 
These are therefore shown in the Provincial 
Accounts as contingent liabilities and amount to 
$6,114 million at March 31, 1978. 


In 1977-78 funded debt, net of retirements, in- 
creased by $1,862 million. Of this net increase, 
$1,470 million was for Provincial purposes and the 
balance of $392 million was for Ontario Hydro pur- 
poses. The Province did not issue any debentures 
to the public market during the year, all of the 
borrowing requirements for Provincial purposes 
being supplied by non-public pension plans. 


This non-public pension source continues to be the 
significant supplier of financing for the Province. 
Ontario now has outstanding funded obligations to 
three pension plans, Canada Pension Plan, 
Teachers’ Superannuation Fund, and the Ontario 
Municipal Employees Retirement System totalling 
$10,522 million. 


Given the growth in non-public financing, the 
relative decline in significance of public issues 
continues. In fact, Ontario reduced its outstanding 
own account public funded debt by $66 million in 
the year, to only $1,613 million or 10.6% of the 
total. 


funded debt characteristics 


Some selected statistics of the Province’s funded 
debt at March 31, 1978 are shown in the table 
below. 


The average term to maturity of the debt outstand- 
ing is 17.0 years, unchanged from the average 
term at March 31, 1977. Within this overall average 
however, is an increase in the average term of debt 
held by the public sector from 17.8 years to 18.3 
years and a decrease in the non-public sector from 
16.6 years to 16.5 years over the same one year 
period. The principal reason for this effect is that 
issues to the Canada Pension Plan are for a 20 year 
term whereas most of the other borrowings are 
issued on 25 or 30 year terms. 


In the next five years 5.1% of the funded debt will 
mature and a further 11.5% will mature in the five 
next following. The five year period for heaviest 
maturities will be to March 31, 1998, when 36.2% of 
the outstanding funded debt will mature, the 
largest single maturity being that same year when 
9.6% of the debt is due. 


While the absolute level of funded debt has in- 
creased, it has not risen markedly when compared 
to the increase in G.P.P. over the last five years. The 
ability of the economy to support the debt has not 
therefore been significantly affected. Over the past 
five years to date the ratio of funded debt to Gross 
Provincial Product has ranged between .16 and .19. 


Selected Funded Debt Statistics 
as at March 31, 1978 


Average Annual 


Asa Average Average Cost’ Rate of Growth 
Percentage Term to to the March 31, 1974- 
of Total Maturity Province March 31, 1978 
(%) (years) (%) (%) 
Publicly-Held 
Provincial Purposes 10.6 10.2 (ee) 5.6 
Ontario Hydro Purposes 19.0 22.8 8.2 20.5 
Total Publicly-Held Debt 29.6 18.3 7.9 13.8 
Non-Public 
Canada Pension Plan 44.9 14.9 7.9 16.7 
Other 255 19.3 8.3 20.4 
Total Non-Public Debt 70.4 16.5 8.1 17.9 
Total Funded Debt 100.0 17.0 8.0 16.6 


1Includes transactions costs. 


funded debt at March 31—continued 


consolidated funded debt of the 
ontario public sector 


Ontario has always followed a policy of substantial 
centralized financing and support of municipalities 
and other government agencies, thereby gaining 
significant benefits in public sector financing costs 
and in keeping proliferation of public sector 
borrowing to an absolute minimum. 


While some of these public sector jurisdictions 
have issued their own debt, they also have con- 
siderable independent revenue sources. The 
discussion which follows analyzes the total 
funded debt. 


In recent years, only the Province, Ontario Hydro 
and a few large municipalities have issued funded 
debt to the public. Universities, colleges, hospitals 
and associated operations also have obligations 
outstanding to the public but this accounts for less 
than 1% of total funded debt of the entire Ontario 
public sector. The liability of $1,218 million of 


Housing Corporations is represented by debentures 


issued to a Federal Agency. The Province reserves 
the use of its guarantee almost exclusively for 
Ontario Hydro. 


From the table below it can be seen that the Province 


has either issued or guaranteed 82.7% of the 
funded debt of the entire provincial public sector, 
with the next largest group of borrowers being Local 
Governments with 11.9%. These ratios, together with 
the amount of Intra-Sector Borrowing, representing 


debt incurred at the Provincial level on behalf of 
other jurisdictions, very clearly illustrate the degree 
of centralization of liabilities at the Provincial level. 
The consolidated funded debt increased to $25,857 
million at March 31, 1978 from $23,312 million a 
year earlier. Of this increase, $2,278 million or 90%, 
was in the form of direct or contingent Provincial 
obligations. 


The year over year increase in funded debt was 11%, 
an increment that was less than the annual increase 
in Personal Income of 12.4% in the same period. 


Nearly 35% or $9,015 million of the total has been 
borrowed by, or on behalf of, Ontario Hydro. These 
borrowings have been used exclusively to acquire 
and construct electrical generation and related 
plants for the Province. In addition to providing for 
anticipated energy needs in the future, the capital 
program is also designed to lessen Ontario’s 
dependence on foreign fuel sources. 


Funded Debt of the Ontario Public Sector 
($ millions) 


Estimated as at March 31, 1978 


March 31, 1977 


Gross Intra-Sector Consoli- Consoli- 
Debt Borrowing’ dated Debt % dated Debt 
Province of Ontario 
Direct 15,266 15,266 59.0 13,404 
Guaranteed* 6,124 6,124 Za 5,708 
Housing Corporations** 1,218 hei Ace 1,136 
Local Governments 4,795 1,707 3,088 11.9 2,922 
Universities and Colleges 1,348 1,260 88 0.4 83 
Hospitals and Associated 
Operations 321 248 73 0.3 59 
Total 29,072 Gets 25,857 Za,cte 


* Excludes bank loans 
** Issued to a Government of Canada Agency 
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SELECTED FINANCIAL AND ECONOMIC STATISTICS 


($ millions) 
March 31 1974 1975 1976 1977 1978 
consolidated revenue fund inflows 
Budgetary Revenue....................5- 6,922 8,275 9,152 10,692 11,308 
Non-Budgetary Receipts and Credits ..... 360 724 556 664 741 
consolidated revenue fund 
outflows 
Budgetary Expenditure................... 7,302 8,821 10,632 11,921 13,129 
Non-Budgetary Disbursements and 
NANCOS make nae ite nls si a oy 911 1,483 1,404 1,023 1,074 
cash requirements..................... 931 1,305 2,328 1,588 2,154 
net cash requirements’ .............. 707 977 1,799 1,318 1,762 
oe eae ce se vce s See Fee YY Oe ety ito ee a OR et 
liabilities 
Debentures, notes and treasury bills 
Provincial Purposes ......0.....2...eea 7,008 7,844 9,818 10,894 12,365 
On behalf of Ontario Hydro............. 1,382 1,710 2,240 2,510 2,901 
ENG emer ment sek kh cote F.a es miason ie sinus 1,000 1,278 1,486 1,783 2,115 
TO talteta DINOS sas ok.t crater, io semitones 9,390 10,832 13,544 15,187 17,381 


contingent llabilities 
Funded Debt (debentures, bonds and 


INGLES ahd eae ne rere en a horn 3,276 3,795 5,030 5,708 6,124 
Total Contingent Liabilities .............. 3,330 3,843 5,027 5,735 6,152 
ontario public sector funded 
OO ce ee he 15,196 17,010 20,933 23,312 25,857 
gross provincial product at market 
ICR S sr re er Gees 50,557 59,893 65,655 74,178 80,965 
gross provincial product In 
constant (1971) prices®............. 44,116 45,477 44,816 46,246 47,376 
personal income (ontarlo)*............ 39,884 47,151 53,988 61,375 69,015 


personal income (ontario) per 
capita (june 1 population) 


(ONAL Ste tera at ae isin vcetec Aida sone tear bate 5,043 5,854 6,606 7,426 8,242 
cash requirements/GPP............... 1.8% 2.2% 3.5% 2.1% 2.7% 
debentures, notes and treasury 
VLTE SC | <] Ae 4/50) ar en rare en ee 16.6% 16.0% 18.4% 18.1% 18.9% 
ontario public sector funded 
GebUGPRe 3 2 eee 30.1% 28.4% 31.9% 31.4% 31.9% 


'Net cash requirements excludes transactions relating to funds borrowed on behalf of Ontario Hydro. 


2Ontario public sector funded debt is the funded debt of the Province and all provincial agencies, boards and commissions in- 
cluding local governments net of intra-sector borrowing. 


3Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing in a fiscal year 
column are the preceding calendar year statistics. 


summary of significant accounting policies 


the accounting entity 


In the operation of its financial affairs the 
Province of Ontario employs the concept of a 
Consolidated Revenue Fund, unique to the 
parliamentary system of government. The 
financial transactions of government ministries 
are recorded and displayed as Consolidated 
Revenue Fund cash inflows and outflows. With 
respect to the financial operations of provincial 
crown corporations, agencies, boards and com- 
missions, the financial statements of the Con- 
solidated Revenue Fund reflect only the extent 
to which their operations have been financed 
from or have contributed to the Fund for the year. 


the accounting basis 


The Province of Ontario uses the cash basis of 
accounting for its financial transactions, modified 
to allow an additional thirty days to pay for goods 
and services pertaining to the fiscal year just 
ended. In this regard, payments to employees 

for the pay period which overlaps the fiscal year 
end date are apportioned between the two years. 
The cash basis of accounting, modified as des- 
cribed, is used to disclose to the public the 
stewardship of the Government in regard to 
monies entrusted by appropriation, and raised 
through taxes and borrowing. Revenues and 
expenditures being unrelated in nature are 
matched only by timing of cash flow. 


classification of transactions 


The transactions of the Province of Ontario are 
presented in summary form according to the 

three distinct areas of government activity through 
the Consolidated Revenue Fund. 


‘Budgetary Transactions” are operational 
activities which include the revenues raised 
through taxation, premiums, fees, licences and 
permits, payments from the federal govern- 
ment under shared-cost programs, and income 
from investments. Expenditures on govern- 
ment programs include payments for goods 
and services, interest on the public debt, 
salaries, transfer payments to individuals, 
municipalities and institutions under various 
social programs, subsidies and grants, and the 
acquisition or creation of fixed assets. The 
extent to which revenue exceeds or falls short 
of expenditure directly decreases or increases 
the net debt of the Province. 


‘“Non-Budgetary Transactions” are the lending, 
investment and trust administration functions 
which include, as distinct from expenditure, 


the government lending and investment 
activity in various crown corporations, 
agencies and municipalities. All of these loans 
and advances are repayable or represent 
equity holdings supported by the assets of the 
corporations. Also included in this category is 
the activity within deposit, trust and certain 
special purpose accounts. “Disbursements” 
is the term used to describe the lending and 
investment transactions of the government. 
“Receipts” consist of the repayment of loans 
or recovery of investments. “Credits” is the 
term used to describe payments into deposit, 
trust and special purpose accounts. Payments 
made from these same accounts are termed 
“Charges”. 


“Debt Transactions” are the borrowing and 
repayment transactions which include obliga- 
tions issued to both non-public and public 
sources of funds. 


assets and liabilities 


The assets and liabilities reported in the financial 
statements are financial claims which have been 
created by cash transactions. The assets are 
claims by the Consolidated Revenue Fund on 
other parties. The liabilities are claims by other 
parties on the Consolidated Revenue Fund. 


Since expenditures on fixed assets are not con- 
sidered to differ from any other service to the 
public, they are expensed as budgetary items in 
the year of acquisition. Neither do they represent 
financial claims on others and are therefore not 
reported as balance sheet assets. 


. Debentures, notes and treasury bills are recorded 


as liabilities at the face value of the debt instru- 
ment, and discount, premium and commission 
expenses are treated as current year budgetary 
transactions. The general resources of the 
Province are used for the continued orderly 
retirement of debt and no sinking funds are 
maintained for this purpose. 


The contingent liabilities of the Province consist 
of guarantees by the Treasurer of Ontario of debt 
instruments issued by provincial agencies, boards 
and commissions and bank loans under certain 
government programs. Other significant legal 
commitments and liabilities are disclosed in notes 
to the financial statements. 


The net debt of the Province is the excess of 
liabilities over recorded assets. It is also the 
accumulation of all budgetary deficits and sur- 
pluses since Confederation. The year-to-year 
change in net debt is the amount by which revenues 
exceed or are less than budgetary expenditures. 


STATEMENT OF CONSOLIDATED 
REVENUE FUND 


for the year ended March 31, 1978 


1978 1977 
($ millions) ($ millions) 
opening balance 
Cash, temporary investments and 
marketable securities............. 804 1,031 
budgetary transactions 
ET OVONISO Cite titer Melee Stic cole or hc de ic Fe a venkat 11,308 10,692 
EX DeMOMUIG & 7.4, os, cbs 2 tee cake ros 13,129 11,921 
Budgetary deficit................. (4,824) (4,299) 
non-budgetary transactions 
Loans, advances and investments 
RECCIDL Se cai tence aces wut oeetina.. 321 265 
DISOUUBEINONIES : scatraicitte sre ais we 949 907 
Net increase in loans, advances 
andinvestments............. (628) (642) 
Trust administration functions 
Credit Sie tanto. a Aad wee racic 420 399 
IANO Sierra was foarte ohn Gare 2 125 116 
Net increase in trust administration 
FINCLIONS ie ee te Gia: ome eee 295 283 
Non-budgetary transactions 
(RS ce ato Senne: ena eee (333) _ (359) 
cash requirements*................. (2,154) (1,588) 
debt transactions 
Proceeds Of [OANS: a... ccs cence a nee’ 2,036 1,667 
RetifoMentSiOnloans << cc2.<5.4 sk nes 138 306 
Debt transactions (net) i Raion ee 1,898 ae 1,361 
closing balance 
Cash, temporary investments and 
marketable securities............. 548 804 


* Includes borrowing and lending on behalf of Ontario Hydro. See note 2. 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial Statements. 
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BUDGETARY REVENUE 


for the year ended March 31, 1978 


1978 1977 
($ millions) ($ millions) 
taxation 
Personal income tax (note 10) .... 6. eee c eee ee eee ee eee 2,447 1,782 
Pe Pees W eed (etc: > one ge ROE ree aera Peni Rem ee Ort ete corr cate 1,926 iro 
COrpOratiOns tax ee ois cei om cyte ties ee od be me eerie ieee 1,014 1,002 
fev tetol| tag(s tits) Serre i ne ot oe or ema teat Oyo cn 523 508 
Federal government income tax revenue guarantees..........-.-. 210 496 
Gel ay: elelon ¢: > Sete NEN eon ees Pee eee armieea oar FeO DAN Vata hott ab eu 206 els 
Motorvehicio fuel taXnnevec.cun cree aes cca ose tee eG 85 79 
SUCCESSION: CLULY orurete erere vas cle vice ie ote = wpe rte te oS weer hie 73 62 
Land aranSter tax rn 5c stacm ce emeeta sotelarnidc alepie mete ns aeaNeg tate taa 62 52 
TE Ao ren ha Ona RIE CR cere corr arr Oee eccrine 84 93 
6,630 6,006 
other revenue 
Premiums - Ontario Health Insurance Plan................-++eeee: 830 799 
Profits from crown corporations and boards 
Liquor Control Board of Ontari0..........- ee eee eee eee eee eee 327 302 
Ontario Lottery Corporation. ........... cece ee eee eee eee 71 76 
Vehicle registration feeS ........ 0. ccc cence eee rete teen ener ees 267 223 
Liquor Licence Board - fe@S ........ 6 eee e tenet etre eee eee eens 93 84 
Other fecsand licences 3.1 «sea se tee te ie ate oe a ela 114 106 
Fines and penalties. ..........0. cece cece nee etre tenet eee eenes 59 Si 
FROValltl OS ccc ci ctantnk se ste Shen ential ws weer megetaye Sis lacie cee A wreiirs ie Sisters 49 42 
Utility service charges ........... Se OM nok et ene Pes 48 36 
CORTE oss aaa ee ste been nae et eR cle oct ehediat at 110 109 
| 1,968 1,828 
government of canada 
Established Programs Financing (note 10) ........---++-eeeeeeeee 1,400 
Hospital Insurance and Diagnostic Services Act.............+.--- 29 1,027 
Maclical’Gare ACh ones oe eek ate ete ne epee ate 7 360 
Canada Assistance Plan. aucv van set ce en bien cen <i ee 416 472 
Post-Secondary Education Adjustment Payment ..........-...... 190 
ea ae een er eer Co en eg mR Cr cath ae pase 210 186 
2,062 2,205 
interest on loans, advances and investments (note 2) ... 648 623 
total budgetary revenue ....................... cece eee eee 11,308 10,692 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial Statements. 
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BUDGETARY EXPENDITURE 


for the year ended March 31, 1978 


1978 1977 
($ millions) ($ millions) 
social development policy field 
UG AIP e ee Wh gy Nested et tee AE Coste ae Se hc SOE Nidan «nahi oe 3,644 3,349 
GUI ARO arrears teeta a elie wh tw aces Te ide ed ted Ck ts 2,342 1,986 
CaleGesimana mW MiversitlOS Gink. cee choke, fslaunece oy heck uiconn eei a 1,258 cpa hayg 
CGOMMUNILY ANG SOCIAlSeCTVICES <4 5 ccute exten’ win on So ehak eee wae 1,116 1,036 
LSMULG CIC MECIOANON tinh pina stole ares eaclian craw attendant ore 192 144 
8,552 7,672 
resources development policy field 
Transportation and Communications ................ cence eens 1,035 917 
NALA RESOULCOSs eemans ware Sucumare sateen aes ice Hea auh where nie na 242 231 
COLES AEM re PAS HEN a ne ssi Gite cay eaee ca rel hE ae eke tse 172 157 
PIR CURE FETA NC TOO Cen a sink ek tern vaika tote Meranda Oh Mee ae cau ma nioe 170 165 
ROM iy ere ene ous inet saya ons data vicakaa oie user om Pattee 114 99 
INGIISthy cance OULIS igs tek neie as arc c'sm ea kale. nein nei ota aatn emia are 53 56 
LEE) QUI Te wiih oie als Ae tie Male dicing ose hehe oh eines 29 23 
SURTEL TONY, ors 6, Foe Re ce Cesare gEvaI 2 At, AIMS Othe So EOE OBE BAN TE 7 4 
1,822 1,652 
justice policy field 
DOUCHORGSMOnAL wat ceo otath esol had.cted seat mua. ita We maa avans » OM 153 144 
DUOMO YOM el alin racke mins ue hae Bet acre mee eo | Sak mee 130 116 
orrec ONAL SeIVICOS a. scu ec ch Ree etn hus ee ows 126 107 
Consumer and Commercial Relations.................0cc cence eee 63 61 
472 428 
general government 
Treasury, Economics and Intergovernmental Affairs .............. 410 483 
(SOVETOIMOME OeIVICOS oa cat ais arma cuss ie ae enya 271 296 
ROVE IO Harter Senate cided SOC Se bE cee Sen Ue eater 195 198 
OMELET LLL Siete 5 anche tase fata ite iete a Resa ae ear ea anette eect 113 86 
CICS On LO ASSOMIDIV 1 oe vn atinden cea sae siccumets De tthe carey eas 30 Ws 
EP eTS2 ak eS RN A red 8 a RT Senne Ae oe arenes etree de rane roe 22 20 
1,041 1,100 
public debt - interest (note 2) ................. 0. cece eee 1,242 1,069 
total budgetary expenditure ................................ 13,129 11,921 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial Statements. 
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NON - BUDGETARY TRANSACTIONS 


for the year ended March 31, 1978 


1978 1977 
loans, advances and investments ($ millions) ($ millions) 
Receipts 
Ontario Hydro - advances secured by bonds............---+.. 58 30 
Nuclear power generating station - Pickering (note 2)......... 22 20 
Other corporations, boards and commissions 
The Ontario Education Capital Aid Corporation.......... 62 5/ 
The Ontario Universities Capital Aid Corporation........ 27 24 
Ontario Mortgage Gonporation.2 2 is. ec cvend = nae ae oe 21 28 
CORR OL coor ie cake ea este tal of a tech eaked ore eget te a 59 42 
Water treatment and waste control facilities................. 35 32 
Loans to MuUnICIDAIITICS Airs airs tee eee ee ies gee 18 16 
Other loans:and investments... 24.2000. ve wee cleo nas ee ew en es 19 16 
321 265 
Disbursements 
OritarlOiyGhOte. cocc3 ew aire go ot nye val ner ee = eat 450 300 
Other corporations, boards and commissions 
Ontario Mortgage Corporation...........0..ceseeeeneeee 85 181 
Ontario Housing Corporation: : ici ts see se eee ex 30 36 
The Ontario Education Capital Aid Corporation.......... 81 77 
The Ontario Universities Capital Aid Corporation........ 34 33 
SERVO R one etic es aera eel a a atrocities ce ae 59 55 
Water treatment and waste control facilities................. 135 146 
Loans tO. MUMICIDAINOS 1.54: ctitn 5 os ee ee pate ee ar eer a 44 43 
Otherloans and InvestMonts: .<iccd ae stn cee ne a tee een 31 36 
949 907 
net increase in loans, advances and investments...... 628 642 
trust administration functions 
Credits 
Ponsion fUndSicincate cere ee see Rae ai rs Se ora wras 253 241 
Deposit, trust and reserve accountS ........... eee e eee eee eee 161 105 
The Province of Ontario Savings Office Deposits - net 
UCTS Cis cet toes ee era ee er Be ee ae 6 53 
420 399 
Charges 
Payments from pension funds and deposit, trust and 
FOSOIVG ACCOUNTS <4 coe) ve cece pues sae eee tia 125 116 


net increase in trust administration functions.......... 295 283 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial Statements. 
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DEBT TRANSACTIONS 


for the year ended March 31, 1978 


1978 1977 
($ millions) ($ millions) 
proceeds of loans 
Non - public 
Canada Pension Plan Investment Fund..................+55- 851 813 
Teachers’ Superannuation Fund ..............- cece e eee eee 488 334 
Ontario Municipal Employees Retirement Fund.............. 190 180 
Central Mortgage and Housing Corporation - waste control 
FO AN) Stetiayeeaniere Ao cn ase Masia sete hioe evi ins wins emote 57 40 
1,586 1,367 
Public 
Onibenal hot OntariGHyaro .cc nes ces che ae cate ein ee hea oc 450 300 
450 300 
total proceeds of loans ...................... 5c cece cence 2,036 1,667 
retirements of loans 
Non - public 
Government of Canada, Federal - Provincial Employment 
INCENTIVE IRI OOLAINS ra coe aa re aera ete eect aurenean bies 3 34 
Government of Canada, Municipal Development Loan Board. . 5 5 
Central Mortgage and Housing Corporation - waste control 
POAITS rer eoeed esata aie Erle aa eae eee aes ma eee ayes 6 6 
14 45 
Public 
Ombenalt-of Ontarioiyano eee carseat eget aren wy ial aonn 58 30 
Fongeneral DUIPOSOS) novia ats se cto sierele awe he se ein ee ee 66 36 
AOASUCY, DILISKMON stent cater ae eee eteitace eitacen nae ees 195 
124 261 
total retirements of loans......................... 0c eee eee. 138 306 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial Statements. 
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STATEMENT OF ASSETS AND 
LIABILITIES 


as at March 31, 1978 


1978 1977 
($ millions) ($ millions) 
assets 
Cash, temporary investments and marketable securities (note 1)....... 548 804 
Advances to Ontario Hydro (note 2)..... 6... 6 eee cece eee teens 2,926 Pema Tg 
Advances and investments - other corporations, boards and 
commissions (NOtE 8) ...2- 6... ccc e cee cence teen nen ee eee cee ennes 4,455 4,333 
Investments in water treatment and waste control facilities 
(at cost less recoveries) (NOte 4)...... 6... eee eee eee e eee eee 880 780 
Loans to municipalities. . 2.02.3 - ses tue we meee wade e ies ena. 325 299 
Other loans and investments (note 5) ........ 2.6 cece eee e teens 269 257 
Total racorded aSsets 2-3) eee. ow anew: fa SAA aes 9,403 9,030 
Not debt war crcte os ic weteu bee sree ie ae atnre  aiptny ateatic eis epee meena ea 7,978 6,157 
Fs 17,381 15,187 
liabilities 
Deposits with The Province of Ontario Savings Office ..............--. 345 339 
Pansion furidS (MOTE 6) oid kactcc cites 5 wees wie ctecalare in mca emis a Win mis atm, acme 1,336 1,140 
Deposit, trust and reserve ACCOUNTS ....... 6. eee e eee eee een eee eens 322 229 
AGVances Dayable. « . Hein oc sind oneness oyna n aoe ioe ee ani 112 co 
Treasury DIS Seri or eek ce we cheer cae nic on oe oe ie pone oleae cee eer 130 130 
Debentures: and notes (NOtO 7). oc eae own deta eae een ee sie ene 15,136 13,274 
17,381 15,167 
Contingent liabilities (note 8). ........ 6c cece eee eee renee eee e eens 6,152 5,730 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial Statements. 


Approved on behalf of the Ministry of Treasury, Economics and Intergovernmental Affairs: 
A. RENDALL DICK, Deputy Treasurer of Ontario and Deputy Minister of Economics and 
Intergovernmental Affairs. 
G. McINTYRE, F.C.A., Executive Director, Treasury Division. 
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notes to the financial statements 


(all figures in millions of dollars) 


1. cash, temporary investments and marketable securities 


Temporary investments, which include obligations of Canadian chartered banks and other short-term 
investments, are recorded at cost. Marketable securities, which include debentures and bonds issued by the 
Province of Ontario and Ontario Hydro, are recorded at cost which was $82 million at March 31, 1978 (1977 $105 
million). The market value of these securities was $80 million at March 31, 1978 (1977 $102 million). 


2. advances to ontario hydro 


1978 1977 
SECULEGID VAD OMG Sees se nv eretces oer ake cteas etter ice Pee Lit retry cua itnince ie cle tavern oh water ne wut meee $2,901 $2,510 
Nuclear powergenerating Station aPiCkeninGstcceaecse eno ue oe seteerdet-tvciactie sister adele sane 25 47 


$2,926 $2,557 


The Province, in addition to guaranteeing all Ontario Hydro debt obligations, has issued U.S. dollar debentures 
on behalf of Ontario Hydro. The proceeds have been advanced to Ontario Hydro in exchange for U.S. dollar bonds 
with the same terms and conditions as the debentures of the Province. These borrowing and lending 
transactions, which fall outside the Province’s own budget framework, increased the Province’s level of non- 
budgetary transactions, cash requirements and debt transactions by $392 million (1977 $270 million). In addition, 
the interest payments related to such borrowing and lending transactions increased the level of budgetary 
revenue and budgetary expenditure by $209 million (1977 $178 million). 


The Province, by agreement with Ontario Hydro and Atomic Energy of Canada Limited, contributed $100 million 
to the capital cost of the Pickering nuclear power generating plant and under the terms of the agreement 
receives payments based on the net operational advantages of the plant. These payments, which have amounted 
to $75 million, have been applied to reduce the advance. 


3. advances and investments - other corporations, boards and commissions 


1978 1977 
MneOntanio EducationGapitallAid| Corporatione: aces acest citeciiisin a iacieir se eee $1,274 $1,254 
ihe OntarioWniversities;Gapitali/Aid’/ Corporation) acces ao acts rete ciels ai vale slater cleric ipZo2 1,225 
Ontario iMorngage Corporation: .)...s.nice oa ho. ots oe ee Nese ceeeve ne rate esate bate yas Gaus, oe ets ova 758 694 
OnianomOusing CONpOKallOncirewes merrier ner tet cto cries rrp crae ers evs oe errata ernie: 349 330 
OntanloFandiGorporationyswccseeee cece titanate exe tae cuatvectereic erst eyaus tA cenva coetsre mate Nehanin(e eae 332 338 
Development{GOrponawlOm Secvamrnonceatesvne chcyeeiearnsict ators at aera ore aya e syorele mar aioe rane eraeete 179 157 
ONtAOLENSlGVsaGOrpOnatlOn eee pe mreyctcisera eee ele weiss cinta sae ocwucy ay are tei aeueeectin ya oayaiac s,s eee 100 100 
(OMMNET  Shomerdd btu Gaon dae NRe eo TiaaCP ctr rntG eoeieario. cre miold Oa cone GrminiH Tar Ra arc eo HOE RA Aare 231 235 


$4,455 $4,333 


The Ontario Education Capital Aid Corporation receives government advances to purchase bonds or debentures 
issued by school boards for capital expansion programs. The securities held by the Corporation are the 
obligations of the individual school boards. Under current support arrangements for local school boards, a 
portion of approved operating costs (which include interest and principal payments) is covered by provincial 
grants. 


The Ontario Universities Capital Aid Corporation employs government advances to purchase bonds or 
debentures issued by provincial universities, colleges, the Art Gallery of Ontario, the Royal Ontario Museum and 
municipalities on behalf of public libraries, for approved capital construction projects. The securities held by the 
Corporation are the obligations of the issuing institutions. However, under the Province’s current program of 
financial support of post-secondary education, these institutions received annual budgetary grants in 1978 of 
$112 million (1977 $109 million) from the Province to cover the full amount of principal and interest due to the 
Corporation. 


Ontario Mortgage Corporation utilizes Provincial funds to provide subsidized mortgages for home ownership and 
rental accommodation. The programs are directed at low to moderate income groups and areas with low vacancy 
rates. The Province paid subsidies amounting to $1.8 million in 1978 (1977 $1.6 million) to the Corporation for 
certain loans made at interest rates lower than cost. 


Ontario Housing Corporation plans, constructs and manages residential housing projects. Financing is provided 
by the Province and Central Mortgage and Housing Corporation (a federal crown corporation). Operating 
subsidies are shared by the Province, Central Mortgage and Housing Corporation, and municipalities. The 
Province’s share of the subsidy for the calendar year 1977 was $80 million (1976 $67 million). 


Ontario Land Corporation employs advances from the Province to assemble land for new communities and 
industrial parks in Ontario. The assets of the Corporation are primarily land. 


Ontario Development Corporation and the related Eastern Ontario Development Corporation and Northern 
Ontario Development Corporation are lenders of last resort for the encouragement and expansion of 
manufacturing and tourist operations in slow growth areas, the expansion of exports and substitution of 
imports, and the launching of new products and techniques. The Province’s investment is made up of $7 million 
in equity and the remainder in advances. The Corporations have a $6 million equity investment in industrial 
parks, but the bulk of the assets are loans. The Corporations received payments of $11.9 million in 1978 (1977 
$16.4 million) to cover loans forgiven and written off. 


Ontario Energy Corporation was established with a $100 million equity investment by the Province to develop 
energy sources for Ontario through investment in energy exploration, development and production. The Cor- 
poration’s major involvement is a 5% equity position in Syncrude Canada Ltd. (a joint venture of government 
and private enterprise to establish a synthetic crude oil plant in the tar sands of northern Alberta). The Corpora- 
tion has also been participating in the research aspects of the Polar Gas Project which is studying the movement 
of natural gas from the eastern high Arctic to southern markets. At March 31, 1978 the Corporation had invested 
$89 million in Syncrude and $11 million in the Polar Gas Project. 


4. investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems to serve 
municipalities. These investments are being recovered over the life of agreements with the municipalities. 
Certain of the agreements provide for the accumulation of the principal portion of annual amortization payments 
in a sinking fund. The accumulated balance in such funds (included in deposit, trust and reserve accounts) was 
$41 million at March 31, 1978 (1977 $38 million). Other agreements are for projects which are subject to service 
rate billings. The amount received from service rate billings in 1978 was $48 million (1977 $34 million) of which 
$8.3 million (1977 $6.5 million) was applied to reduce the investment account. 


5. other loans and investments 


Included in other loans and investments are Ministry of Health capital construction loans to public hospitals 
amounting to $256 million (1977 $243 million). During the 1978 fiscal year, the Province made grants of $17.9 
million (1977 $16.2 million) to assist public hospitals in meeting principal and interest payments. 


6. pension funds 


1978 1977 
Public Service Superanmuation FUNG. c2 rea: <<a eccmes peas eke ny wt ne vine wrx ost a $1,324 $1,129 
Legislative Assembly Retirement Allowances Account ..........--:.e eee eee ee eee e ee eee urs 11 


$1,336 $1,140 


The Province of Ontario maintains deposit accounts within the Consolidated Revenue Fund for all contributions 

-and interest earnings less pension payments for both the Public Service Superannuation Fund and Legislative 
Assembly Retirement Allowances Account. The amounts recorded by the Province are essentially the sole assets 
of these pension plans. 


Based on an actuarial report as at December 31, 1976, the Public Service Superannuation Fund had unfunded 
liabilities as follows: 


1. Aninitial unfunded liability of $83 million, upon which an interest contribution of $6 million is required to 
be credited annually in accordance with The Pension Benefits Act. 


2. Residual unfunded liabilities of $422 million which are required to be amortized by annual payments of 
$49 million until January 1, 1990 and $32 million on January 1, 1991 and 1992. 


As at March 31, 1978, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 31, 1978, received 
subsequent to the fiscal year end, reported an unfunded liability of $3 million. The policy of the government, in 
regard to this account, is to contribute the amount of unfunded liabilities when they are reported. 


Teachers’ Superannuation Fund 

Through the budgetary expenditures of the Ministry of Education, the Province of Ontario makes annual 
contributions to the Teachers’ Superannuation Fund (which is administered by the Teachers’ Superannuation 
Commission) equal in amount to contributions by members. Further, the Province is committed to paying any 
deficiency in the Fund. 


Based on an actuarial report as at December 31, 1975, the Teachers’ Superannuation Fund had unfunded 
liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $23 million is required 
to be credited annually in accordance with The Pension Benefits Act. 


2. Residual unfunded liabilities of $1,069 million which are required to be amortized by annual payments of 
$121 million until December 31, 1980, $116 million from December 31, 1981 to December 31, 1989 and $94 
million on December 31, 1990. 


As at March 31, 1978, the Province had made all scheduled payments. 


7. debentures and notes 


Years of 
Maturity, Mar. 31 


1978 
1979 
1980 
1981 
1982 
1983 


1-5 years 

6-10 years 
11-15 years 
16-20 years 
21-25 years 
26-30 years 
31-35 years 
36-40 years 


1978 
Payable in 
Canadian United States Deutsche 

Dollars Dollars Marks Total 

$ $ $ $ 
82 43 4 129 
67 29 4 100 
45 ti 52 
62 39 7 108 
122 125 7 254 
378 236 29 643 
1,554 185 20 1,759 
2,856 44 2,900 
5,376 155 5,531 
1,753 618 2,371 
210 1,684 1,894 
25 25 
13 13 
$12,165 $ 2,922 $ 49 $15,136 


1977 


$13,274 


The U. S. dollar debenture liability is recorded at par with the Canadian dollar and with the exception of $21 
million, has been incurred on behalf of Ontario Hydro. The Province holds U. S. dollar bonds of Ontario Hydro 
having the same terms and conditions as the debentures of the Province. 


The Province has borrowings of 169 million Deutsche Marks recorded at $49 million, the Canadian dollar 
equivalent at the time of issue. At March 31, 1978, the Canadian dollar equivalent was $95 million. 


8. contingent liabilities 


The Province is guarantor of certain debt obligations as follows: 


Debentures, Bonds and Notes 


Ontario Hydro 


Sm ss) ai ee ein) eee) eee, ce, ep iie, we (aie ee en 6 8 Oe ew Wk ee wl we Se ee ee we 8 


ProvinclaliGrowmnvAGemCleSen-imesar curcscueicetiene eek <pacea are sei, sacpeeee cy sect obec atnsean cic ctecromen ia aeadeyace 


Less: Ontario Hydro bonds held as 
INVESTMENTS OT THEIPKOVIN GE corer ee oe rae caries tester rsve terete rom rettena Grane tae oat terrence rateMs 


Bank Loans Guaranteed 
ProvinclaliGrowmVyAGeNCles arc cr sivnmi celts cece we Netee eacieheere costs oie ete wpetctereus-cauchanare ctaainieiane 
Corporations and individuals through 
VanlOUSIGOVEFNIMenNt PrOgraniSiaeacecc sierra eieeint ies AeA A ae hance 


9. long - term leases 


1978 1977 
$6,114 $5,693 
10 15 
6,124 5,708 
60 71 
6,064 5,637 
9 7 

79 91 
$6,152 $5,735 


The Province has long - term lease commitments for accommodation amounting to $153 million to 1983 and an 
additional $124 million for years beyond 1983. The lease payments made in 1977 - 78 amounted to $51 million. 
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10. established programs financing 


In 1977 the Province of Ontario agreed to revised fiscal arrangements with the Government of Canada in regard 
to the major cost - sharing agreements. In general terms, the new agreement provided for a replacement of the 
cost - sharing for hospital insurance and diagnostic services, medical care and post - secondary education with a 
transfer of new tax room to the Province in the personal income tax field and a cash payment which will grow 
annually at a rate based on the Gross National Expenditure. At the same time a similar cash payment was 
established for Extended Health Care which had previously been funded under the Canada Assistance Plan. 
The cash payments are reported as Established Programs Financing in the statement of Budgetary Revenue. 
These new arrangements are in effect until at least March 31, 1982. 


11. comparative figures 


Where necessary, 1977 comparative figures have been reclassified to conform with the 1978 financial statement 
presentation. 


12. anti-inflation legislation 


Pursuant to the terms of an agreement between the Province of Ontario and the Government of Canada, the 
Province is subject to controls on compensation instituted by the Government of Canada in the Anti-Inflation 
Act, effective October 14, 1975. 
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HON. FRANKS. MILLER, Treasurer of Ontario 


Copies in either English or French may be obtained from: 


ONTARIO GOVERNMENT BOOK STORE 
880 Bay Street 

Toronto, Ontario M7A 1N8 

(416) 965-2054 


Pour obtenir des.copies de ce rapport, en francais 
ou en anglais, s’addresser ala 

LIBRAIRIE DU GOUVERNEMENT DE L’ONTARIO, 
880, rue Bay 

Toronto, Ontario M7A 1N8 

(416) 965-2054 


| am pleased to present the 1979 
Financial Report of the Province 
of Ontario. 


The year which ended on March 
31, 1979 represented another 
successful step in achieving 
fiscal restraint for the Province 
of Ontario. It was the fourth 
successive year that there was a 
decline in the year over year 
spending growth rate. Both 
Budgetary deficit and net cash 
requirements were at lower 
levels than the previous year 
and the Government managed 
to offset unexpected expendi- 
ture requirements against 
reduced expenditures in other 
areas. 


This Report provides some com- 
mentary on the major aspects 
of Ontario’s finances and pre- 
sents the financial statements 
of the Province for the fiscal 
year ended March 31, 1979. The 
Public Accounts submitted to 
the Legislature annually should 
be referred to for more detailed 
information. The policy aspects 
of Ontario’s financial opera- 
tions are discussed in the 
annual Ontario Government 
Budget. 


Comments or questions will be 
welcome and should be 
directed to the Treasury Divi- 
sion of the Ministry of Treasury 
and Economics. 


Toronto, September 1979 


The year in review 


sO NBR ae PES Se ACESS a Bs sO gS rr eas oa 


Ontario continued to make 
progress in its policy of fiscal 
restraint as reflected in a lower 
budgetary deficit and net cash 
requirements position. The fiscal 
plan outlinedin the 1978 
Budget was subjected to'some 
significant changes during the 
year, but the final results 
showed improvements in both 
revenue and expenditure which 
kept the Province’s finances on 
the desired course. 


The main adjustment to the 
Budget came early in the fiscal 
year when there was a simul- 
taneous announcement by the 
Treasurer of Ontario and the 
Minister of Finance of Canada 
of new initiatives to stimulate 
the Canadian economy. A joint 
Federal-Provincial economic 
stimulation program saw 
Ontario agree to reduce its Retail 
Sales Tax by 3% on most items 
for approximately six months, 
with the Federal Government 
financing two-thirds of the esti- 
mated cost of this initiative. The 
approximate cost to Ontario ~ 
was $144 million in reduced 
revenues. 


Net cash requirements 
Gross provincial product 
Percentage N.C.R./G.P.-P. 


Spending performance 


Total spending for the year 
was $14,413 million as Ontario 
continued to decrease the 
spending growth rate for the 
fourth successive year. For the 
third successive year, all unfore- 
seen additional spending was - 
fully financed from internal 
constraints and further savings» 
identified during the year. 


‘Growth rate 


Gross 

~~ provincial 

Spending product 
(%) (%) 
1974-75 24.7 168.6 
1975-76-45 9.4 
1976-77 10.1 13.2: 
1977-78 7 BG 10.7 
1978-79 6.4 9.8 


G.P.P. figures are for calendar 
years. — 


This control on spending has 
been successfully applied to all 
areas with ministries planning 
their program delivery within 
pre-determined spending 


~ allocations. 


Income performance_ 


Ontario’s total revenues of. 


$13,233 million showed a 12.3% 


1975-76 


1976-77 


increase recovering to a more 


~ normal growth rate from the 


poor performance described in 
last year’s Financial Report. . 
Further detail of these trends is 
given in the Budgetary Revenue 
section of this Report. 


Net cash requirements 
Net cash requirements of 


- $1,180 million were at the 


lowest level since 1974-75: As a — 
percentage of Gross Provincial 


- Product, it is the lowest level in 
_the past five years. 


The Province again financed 
these requirements without en- — 
tering the public debt markets; — 
thus for the third consecutive 
year the Canadian public mar- 
ket has been left available to 
other borrowers. 


The financing required has — 
been met from the non-public 


_ sources of the Canada Pension 


Plan-Investment Fund, Teachers’ 
Superannuation Fund and the 
Ontario Municipal Employees | 
Retirement System. Judicious 
use of an increased level of 91 
day treasury bills to support the 
short-term liquid reserve levels 
completed Ontario’s financing 
of its net cash requirements. 


1974-75 1977-78 . 1978-79 
($ millions) : 
Sk 1,799 1,318 1,762 1,180 
59,963 65,580 74,258 82,167 90,250 
1.63 2.74 1.78 2.14 1.30 


Ontario Hydro 


The Province traditionally 
borrows on behalf of Ontario 
Hydro for its capital program in 
the United States. The Province 


then lends that sum on identical. 


terms to Ontario Hydro. The 
Province has therefore incurred 
a significant liability wholly on 
behalf of Ontario Hydro from 
whom it holds a corresponding 
offsetting asset. 


These offsetting assets and 
liabilities and the attendant in- 
terest flows are reflected in this 
Report, the Public Accounts of 
the Province and in all prospec- 
tuses, unless otherwise stated. 


The effect of these financings 
is to increase the Provincial 
cash outflows for both interest 
paid to investors and principal 


loaned to Ontario Hydro. The 


interest received and proceeds 
of public borrowing are similarly 


increased. The other effect is to’ 


increase the Province’s own net 


‘cash requirements by the princi- 


pal loaned to Ontario Hydro, 
less any repayments. 


_The Provincial Budget, andits. 
“financial tables, are framed ~ 


around the operations of the 


- Province on its own account, 


and all Ontario Hydro offsetting 


_ revenue and expenditure flows 


are removed to display more 


Clearly the Province’s own - 


account activity. 


In addition, the Province guar- 
--antees virtually all debentures ~ 
sold directly by Ontario Hydro. - 
In those publications that list ~~ 


_ Provincial liabilities these guar- 


antees appear as Contingent 
Liabilities. 

Pages 2 and 3 of this Report 
exclude all Ontario Hydro 


- transactions; unless otherwise 


stated, the effect of Provincial 
borrowing activity on behalf of 


Ontario Hydro is included in al] 


other subsequent figures where 


relevant. 


The financial activity on 
behalf of Ontario Hydro within 
these financial statements can 
be summarized as follows: 


Effect of Ontario Hydro on cash requirements 


Revenues 


Provincial own account 
Ontario Hydro interest » 


~ Ontario Hydro loan repayments 


Spending 
Provincial own account 
Ontario Hydro interest 
Ontario Hydro loans 


Cash requirements — 
Loans to Ontario Hydro ~ 
(less repayments) ~ 


Net cash requirements 
Figures may not add due to rounding. 


($ millions) 
11,148 11,782 4:3:233 
178 209 244 
30 58 83 
11,356 12,049 13,560 
12,466 13,544 14,413 
178 209 244 
300 450 750 
12,944 14,203 15,408 
1,588 2,154 1,848 
270 BGPs> S667. 
_ 1,318. _1,762 _1,180 


Budgetary 
revenue 


Ne a gh ie Re OR sO ee 


Major revenue sources 


$ billions ; 


14 


12 


10 


0 15.2 


1975 


The Budgetary Revenue of 
the Province includes its own 
levies for taxation, premium 
and fee income, interest re- 
ceived, and payments from the 
Federal Government under fiscal 
arrangements and shared-cost 
programs. Taxation is the 
largest category, accounting for 
some 55% of the total Budget- 
ary Revenue of $12,566 million. 


Taxation 


Personal Income Tax collec- 
tions increased by 11.8% to 
$2,735 million, demonstrating 
the potential of its increased in- 
come sensitivity arising from the 
revised fiscal arrangements with 
the Federal Government in1977. 
No change to the rate of 44% of 
basic federal tax payable has 
been made since the 1977 tax 
year. 


Retail Sales Tax has declined 
somewhat as a contributor to 
Provincial revenue in percent- 
age terms, due in part to the 
growth in Personal Income Tax 
in the past two years under the 
revised fiscal arrangements. 


4 


1976 


1977 1978 1979 


However, the current year’s 
reduction to $1,717 million was 
substantially due to the joint 
Federal-Provincial economic 
stimulation program which cut 
retail sales tax rates by 3% on 
almost all taxable items from 
April 11 to October 7, 1978 at 
an estimated cost of $433 mil- 
lion in reduced revenues from 
this source. The Federal Govern- 
ment’s agreed contribution to 
this stimulation program, 
amounting to $289 million, is 
included under Payments from 
the Federal Government. 


Corporations Taxes showed 
strong growth during the year. 
Collections of $1,278 million for 
Income Tax, Capital Tax and 
Insurance Premiums Tax repre- 
sented a 26% increase over the 
previous year. Although 
increased corporate profits 
were undoubtedly a factor, 
there were two fiscal decisions 
that materially affected growth. 


Per cent 


Taxes 


— Personal income 


— Retail Sales 


— Corporations 


— Other 
Payments from the Federal government 


Health premiums — 


Other revenue and interest 


Firstly, in the 1978 Budget, a 
change was introduced whereby 
income tax instalments were 
payable by all corporations 
monthly instead of bi-monthly, 
generating an estimated one- 
time gain of approximately $70 
million. In addition, the post- 
Budget actions increased the 
basic corporation income tax 
rate by one point bringing the 
basic rate to 13%, estimated to 
yield an additional $72 million. 


Other taxes declined to 
$1,176 million, principally due to 
the termination of the federal 
revenue guarantee payments. 
The $44 million received this 
year was mainly adjustments 
following the 1976 expiry of the 
agreement. Tobacco Tax 
showed the most significant 
gain, primarily because rates 
were increased approximately 
15% in the 1978 Budget. 


eee 


Payments from the 
Federal Government 


Payments from the Federal 
Government increased from 
$2,062 million to $2,788 million. 
A substantial part of this growth 
however, consists of the federal 
contribution of $289 million 
toward the joint economic 
stimulation program, and 
represents a one-time payment. 


Established Programs Financ- 
ing is the unconditional cash 
payment made to the Province 
arising from the 1977 Federal- 
Provincial Fiscal Arrangements 
and Established Programs 
Financing Act. This payment is 
not tied to provincial costs, but 


by formula to the Gross National 


Expenditure and provincial 
population. These escalators 
commence from an established 
base, and the increase is due in 
part to the formula escalation 
and to adjustments made to the 
base. 


Canada Assistance Plan is 
now the most significant cost- 
shared program, and covers 
those parts of the welfare and 
health field not subject to 
the revised 1977 fiscal 

arrangements. - 


Health premiums 


Ontario Health Insurance 
Plan(O.H.1.P.) provides for 
payment of most physicians and 
hospitalization costs and is 
available to all Ontario’s 
residents. The Plan is financed 
some 29% by monthly premiums 
and the balance by general 
taxation. The increase in premi- 
um revenue to $977 million was 
largely due to an increase from 
May 1, 1978 designed to main- 
tain an approximate relation- 
ship of premiums to health 
costs.. 


During the year the Province 
enriched the level of premium 
assistance offered to those with 
a low income. Senior citizens, | 
social assistance recipients, 
persons on veterans’ pensions 
and others with temporary 
financial difficulties continued 
to receive free coverage with 
the result that almost 2 million 


‘individuals are entitled to 


premium assistance or free 
coverage. 


It is estimated that the cost of 
this relief was $340 million in 
the fiscal year. 


Other revenue and interest 


The three principal elements | 
of this category are interest re- 


~ ceived on loans andinvestments 


of the Province, fees, and profits 
from Crown Agencies. 


_ Interest receipts were 
marginally larger due mainly to 
restricted new lending activity, 
liquidation of some mortgages 
held by the Ontario Mortgage 
Corporation, and a lower level 
of in-year liquid reserves. 


Fees showed a much stronger 
growth, totalling $545 million 
for the year attributable mostly 
to an increase in the gallonage 
fee on beer introduced in the. 


~ 1978 Budget. 


The Liquor Control Board of © 
Ontario profits increased over 
8% to $356 million. The Ontario 
Lottery Corporation, which 


operates the Wintario and 


Lottario games, contributed a 
reduced cash surplus of $46 
million, due partly to increased 
competition and partly to the 
need to finance the start-up of 
the new Lottario game 
introduced during the year. 


Budgetary 
expenditure 


The largest proportion of all 
government spending actions 
falls within the Budgetary clas- 
sification, which remains at 
some 92% of total spending. 
This level reflects the policy to 
reduce lending activities which 
can be adequately served by 
private sector financial sources, 
and the replacement of loans by 
a system of grants to universities, 
colleges, and hospitals for : 
construction purposes. 

The majority of budgetary. 
expenditures (71 %) represents 
transfer payments to third | 
parties, with the larger costs 
occuring in the Ministries of 
Health and Education. The 
remaining budgetary ex- 
penditures consist of interest 
paid on debt obligations, 
salaries and related costs of 


civil service employees, together 


with other expenditures. on 
goods and services which 
encompass the day-to-day 
operating costs of the Provincial 
Government. 


Social development policy field 


Health 


The operation of the Ontario 
Health Insurance Plan consist- 
ing of operating grants to 
hospitals, payments to .physi- 
cians and payments for 
ambulance and extended health 
care services, absorbed some 
24% of Budgetary Expenditure 
or $3,335 million. 


In addition, $70 million was 
paid in capital grants for hos- 
pital construction during the 
year. With past expansion in 
both human and institutional 
resources, Ontario has 
established a first class health 
system. The emphasis is now on 
making more efficient use of 
existing resources and adapting 
to changing needs such as 
conversion of excess capacity 
pediatric and obstetrical 
hospital beds to beds for 
chronic care. 


The table below indicates - 
that the stabilization of key 


ratios at satisfactory levels has 
~ been achieved. 


Estimated 


Estimated 
population population. 
per. per 
registered __- working 
~ physician nurse 
1968 722 198 
1970-665 ATG 
1972 615 es. 182 
1974 583 166 
1975 570 163 
1976 570: = 151 


497 7 569 - 2152 


Another major objective in 
health care now is to encourage 
alternatives to in-patient active- 
treatment hospital care. This 
year the Ministry paid grants of 


$52 million to adult community 


mental health facilities and 
community alcohol programs 
and for home care assistance. 


Community and social services 


Expenditure in the Ministry — 
increased by 9.8% over the 
level of the previous year, 
impacted by the first full year 


_of the Ministry’s Children’s 


Services Division. 


This consolidated Finetion : 


includes mental health services, 


observation and detention 
homes, juvenile correctional 
services, child welfare and day 
nurseries. 


Adult services offered by the 
Ministry include income main- 
tenance, rehabilitation services 
for the handicapped, senior 


citizens’ services, mental retar- 
dation facilities and community 
programs. As with children’s 
services more responsibility and 
delivery has been transferred 

to the local or community level. 
One example of this is the 


gradual reduction of resident 


population in mental retarda- 
tion facilities as alternative 


community accommodations 
» and support services are — 
developed. 


Income support payments 
made directly to individuals 


- under the Family Benefits Act 
~ and indirectly through assist- 


ance to municipalities under 
the General Welfare Assistance 
Act totalled $586 million. How- 
ever total income support by 
the Province to its lower income 
citizens goes beyond these 
direct payments. The Ministry 
of Health spent $89 million on 
prescription drugs under the 
Ontario Drug Benefit Plan, 


while Guaranteed Annual 


Income Supplements of $99 


million and subsidization of / 


housing of $92 million make 
significant contributions. Tax 
credits, geared to income, of 
$434 million were refunded to - 
individuals under the Ontario 
Tax Credit System, many 
aspects of which are being 


adopted by other provinces; 


and $340 million was granted to 
O.H.1.P. Premium Relief. The 
total direct Provincial support, 
therefore, to its low income 


citizens amounted to some 


$1,600 million. 


Policy fields 


y F 


Pee Others (35.3%) es 


_ Education, colleges 
and universities 


The Province responded to the - - 


need for expansion in the late - 

_ 1950's and 1960's by develo 
a complete educational — 
infrastructure from primary 
through post-graduate levels. 
Since 1971-72 there has been 
a steady decline in enrolment 
inelementary schools; the 
rate of growth in enrolment in 
secondary schools has now 

__ tapered off. At present, how- 

_ ever, enrolment in universities 

and particularly colleges of 

applied arts and technology 

continues to increase. 


~ Grants to school boards, - 
including the contribution to 
the Teachers’ Superannuation 


_ Commission were $2,300 million 


and grants to colleges and 
universities were $1,229 million. 


It is planned that the two. 
ministries be combined to better 
coordinate the provision of 
education of all levels. 


Social Development (64.7%) 


ping 


Resources development 
‘policy field 


More than half of the expend- 


itures in this field were made 
by the Ministry of Transportation 


and Communications. During 
the year this Ministry spent $217 


“million on highway improvement 
and construction under the 


provincial highway program. 
Some $49 million was spent by 


the Ministry of Northern Affairs | 


for highways in Northern 
Ontario. An additional $135. 


million was spent on the summer 


and winter maintenance of the 
highway system, and $364 


_ million was contributed toward 


-municipal road building and 
_maintenance programs. 


The Ministry provides financial 
assistance to municipalities in 
development of transit systems. 
Transit subsidy grants to 
municipalities, based on 
population, provide an 
incentive to create more efficient 


transit systems while at the same 
time encouraging alternatives 
to the automobile as a mode of 


transportation thus conserving 


fuel and other resources. Grants 
of $137 million were paid during 
the year. Total expenditure of 
the other ministries in this field 
was $816 million and encom- 
passed such programs as Agri- 


cultural Production $117 mil- 


lion, Environmental Control $91 


million, Community Planning 


$55 million and operation of the 
Ontario Housing Corporation 
$92 million. 


| Justice policy field 


_ Expenditures in this field 
were $501 million of which 
almost one-quarter supported 
the operations of the Ontario 
Provincial Police force, the third 
largest deployed force in North 
America. 


ONS ae hy CS EE ese ee a 


The major expenditures of 
the Ministry of the Attorney 
General were the General 


Administration of the Courts in © 


Ontario at a cost of $74 million, 
and the Legal Aid Fund, which 
made legal services available to 
those in financial need, at $27 
million. 


Care, treatment and training 
of adult offenders cost $105 
million. While the Ministry of 
Correctional Services continued 
its program of modernizing jails 
and improving institutional 
programs in this area, continued 
emphasis was placed on pro- 
moting the wider use of com- 
munity programs for offenders. 
Not only are these recognized 
as being in many cases more 
beneficial to both the individual 
and the community but their 
use helps eliminate overcrowding 
in existing institutions and 
reduces operating costs and the 
need for building more facilities. 


The Ministry of Consumer 
and Commercial Relations has 
continued its commitment to 
review companies’ legislation 
and regulation where the goal is 
more self-regulation by respon- 
sible bodies as in the travel and 
insurance industries. Ministry 
program costs were held basi- 
cally to the previous year’s level. 


General government 


Most of the expenditure in 
this field is by the Ministries of 
Intergovernmental Affairs, 
Government Services, Revenue 


~ and Northern Affairs. The 


$108 million expenditure growth 
is in the main due to an increase 
in Intergovernmental Affairs 
payments to $465 million in 
unconditional grants to 
municipalities. 


During 1978 the Ministry of 
Intergovernmental Affairs again 
operated the highly successful 
Ontario Youth Employment 
Program, increasing the budget 
from $10.5 million to $20.0 mil- 
lion over a period of 25 weeks in 
the summer as compared to 16 
weeks in the initial year. 


Altogether 34,000 summer 


jobs were created. 


Major components of budgetary sxBenditure 


1975 1976 


Q 


_ The chart above showing | 
total Budgetary Expenditure by » 
major component highlights the 
predominance of transfer 
payments to third parties, which 
account for 71.1% of the 
expenditure. 


_ The largest transfer payments 
are the Province’s financial 


assistance to local governments — 


and local government agencies, 
which alone account for 28.2% 
of Budgetary Expenditure. 

These transfer payments 
included $2,300 million for 
education through General 
Legislative Grants and pay- 
ments to the Teachers’ Superan- 


1977-1978 1979 


nuation Commission; $511 mil- 
lion in unconditional grants; 
$897 million for other services: 
including roads and social 


assistance and $290 million in 


payments to local government 


~ agencies such as Children’s Aid 
~ Societies, 


Interest paid on the Public 


Debt amounted to $1,474 million 


which included $244 million in 
respect of the flow-through 


financing on behalf of Ontario. 
Hydro. 


Salaries, wages and employee 
benefits followed the trend 
evidenced over the past several 
years in comprising a lower per- 


$ billions 
16 Per cent 
14 Transfer payments 
12 
— Local governments 
10 
8 — Health insurance plan 
6— — Colleges and universities — 
— Other 
4 A 
Interest 
. : 
Salaries, wages and employee benefits 
7.4 Other 


centage of Budgetary Expendi- 
ture. This year’s increase in 
salaries, wages and employee 
benefits was only 5.9% over the 
previous year and was $98 million 
below the forecast for the year. 
While there were still some 
bargaining unit settlements to 
be negotiated at year-end, 
these savings indicate the 
Government’s commitment to 
manpower control while main- 
taining service to the public 
with salary and wage increases 
at anon-inflationary level. 


Non-budgetary 
transactions 


Lending activity 

In addition to supporting its 
provincial and public sector 
agencies with grants, the Province 
also lends financial support 
through repayable loans and 
advances to local governments 
and various Crown corporations: 
The principal recipient of these - 
disbursements is Ontario Hydro, 
to whom $750 million was 
advanced. 


Most of these advances have 
been used to invest in the de- 
velopment of facilities, mainly 
in energy, education, water 
treatment, housing and trans- 
portation fields. However the 
government has decided that 
the level of new investment 
should be reduced, and where 
possible, that the Province 
should withdraw from those 
areas that the private sector is 
best able to service. This will 
give the Province greater flexi- 
bility to.finance areas of the 
economy that the private sector 
is unable to support adequately. 


Disbursements 
Receipts 
Net new lending 
including Ontario Hydro 
Less: net new lending 
for Ontario Hydro 


Net new lending 
for provincial purposes 
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As a direct result of these 
policies, for the first time in 
recent years, repayments of 
principal exceeded disbursements 
of new loans, if the flow-through 
of borrowings made for Ontario 
Hydro is omitted. A major 
factor in this turnaround was | 
the sale by Ontario Mortgage > 
Corporation of approximately — 
$109 million of its mortgage 
portfolio, and the return of its 
investment to the Province. — 


Trust administration-activity 
Several organizations deposit 
money in trust with the Province. 
Although debt instruments are 
not issued, interest is usually 
paid by the Province at market 
related rates. Two-thirds of the 


- funds on deposit, $1,551 million, 


are administered for the Public : 
Service Superannuation Fund, 


Fund, and in addition, has made 
all necessary payments to 


- amortize unfunded liabilities 
disclosed by actuarial valuation. 


The Province of Ontario 
Savings Office has accepted 
deposits from the general public 
for-over half a century and 
places its surplus funds with the 
Province. By March 31, 1979 
these totalled $406 million. 


In the majority of cases, 
funds deposited in trust with the 


Province are repayable on 


demand to persons with a valid 
claim. The timing of these claims 
is not at the discretion of the 
Province, however in practice, 
the claims are quite predictable 
in aggregate, and the trust — 
administration activity has 
become a reliable and increasing 
source of a net cash inflow over — 


which is the basic pension plan. __ the years. 
for some 80,000 public employ- 
ees of the Province. In 1978-79 
the Province paid an average 
annual rate of 8.4% on the © 
Lending activity 
1974-75 1975-76 1976-77 1977-78 1978-79 
($ millions) 
1,423 1,305 907 949 129 
401 249 265 321 503 
1,022 1,056 642 628 626 
328 eo 270 392 667 
694 527 372 236 (41) 


Funded 
debt 


Major components at March 31 | 


$ billions 


18 


16, 
14 
12. 
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1975 


The funded debt of the 
Province is defined to include 
those obligations that have a 
specified term to maturity, are 
secured by a debt instrument. 
and embraces bonds, debentures, 
notes and treasury bills. _ 
Unfunded debt is principally 
deposits made in trust to the 
Province, the major item being 
the Public Service Superannua- 
tion Fund. 


Virtually all of the $17,606 
million of funded debt out- 
standing at March 31, 1979 was 
in the form of long-term deben- 
tures, the exception being $325 
million of 91 day treasury bills. 


During the year, funded debt 
outstanding increased by $2,340 
million, of which $667 million 
was due to Provincial borrow- 
ings on behalf of Ontario Hydro. 


The majority of funded 
obligations issued by the Province 


10.6 9.7 


1978 1979 


is held by public sector pension 


_plans. Of this $12,049 million 


total, the Canada Pension Plan 
Investment Fund now holds 
$7,769 million which represents 
offerings to the Province of 
the net.contributions of the 
Plan received from residents © 
of Ontario. The rate of interest 
is based on the Government of 
Canada’s borrowing rate which 
gives the Province access to 
significant financing currently 
having an overall average cost 
to the Province of only 8.1%. 


The Teachers’ Superannuation 
Commission collects all em-. 
ployees’ contributions to the. 
fund, the employer’s contribu- 
tion from the Province, and 
pays out pensions and refunds 
to the members. The Province 
sells debentures to the Com- 
mission as investments for its 
surplus funds which at March 
31, 1979 totalled $2,986 million. 


Non-public borrowing 
Public borrowing 


Per cent 


‘Canada Pénsion Plan 


Teachers’ Superannuation Fund 


Other 


Ontario Hydro 


Provincial purposes 


The overall average annual rate 
payable to the Commission is 
8.5%. 


Other funded debt consists 
of debentures issued to the 
Ontario Municipal Employees’ 
Retirement System, to C.M.H.C. ” 
for water treatment and waste 
control facilities, and to the 
Government of Canada for 
various small. lending programs 
designed to assist employment 
or development. 


When Ontario borrows in the 
United States on behalf of 
Ontario Hydro, it flows the 
proceeds to Ontario Hydro, 
taking back a bond as security. 
At March 31, 1979, $3,568 million 
had been borrowed in the 
United States on behalf of 
Ontario Hydro. 
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The Province’s last public 
market debenture issue for its 
own purposes was completed in 
1976. All of its needs have been 
met by non-public sources since 
then except for temporary in- 
creases in 91 day treasury bill 
issues. The treasury bill 
program was increased by $195 
million to $325 million starting 
April 1978. 


Funded debt characteristics 


Some selected statistics of 
the Province’s funded debt at 
March 31, 1979 are shown in the 
table below. 


The overall average term to 
maturity of the debt outstand- 
ing has remained at 17.0 years, 
the same level as the average 
term at March 31, 1978. Within 
this overall average, however, is 
an increase in the average term 
of debt held by the public sector 
from 18.3 years to 18.8 years 
and a decrease in thenon-public 
sector from 16.5 years to 16.2 
years over the same period. 


Publicly held 
Provincial purposes 
Ontario Hydro purposes 
Total publicly held debt 
Non-public 
Canada Pension Plan 
Other 
Total non-public debt 
Total funded debt 


llncludes transactions costs. 
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The principal reasons for 
these effects are that the 91 day 
treasury bill issues were 
increased during the year and 
that issues to the Canada Pension 
Plan are for a 20-year term _ 
subject to earlier redemption by 
the Minister of Finance of 
Canada on six months prior 
notice. Most of the other 
borrowings are issued on 25.or 
30 year terms. 


In the next five years 5.9% of 


the funded debt will mature and 
a further 11.2% will mature in 
the five next following. The five 
year period for heaviest ma- 
turities will be to March 31, 
1999, when 35.8% of.the out 
standing funded debt will mature. 
The largest annual maturities 
will occur during that same year 
when 9.8% of the debt is due. 


Selected funded debt statistics 


as at March 31, 1979 


As a Average 
percentage term to 
of total maturity 
(%) (years) 
a7 8.6 — 
20.3 23.7 
30.0 18.8 
441 14.6 
25.9 18.9 
70.0 16.2 
100.0 17.0 


While the absolute level of 
funded debt has increased, it 
has not risen markedly when 
compared to the increase in 
Gross Provincial Product over 
the last five years (see Selected 


_ Financial and Economic Statistics 


page 14). The Ontario economy 
has, therefore, maintained its 
relative ability to support the 
Province’s debt. Over the past 


_ five years to date, the ratio of 


funded debt to Gross Provincial 
Product has ranged between .16 
and .19. 


Average 


Average cost! rate of growth 


to the March 31, 1975 

Province ~ March 31, 1979 
(%) (%) 
8.1 6.3 
8.6 18.9 
O:4= 13.9 
8.1 15c2 
8.6 19.1 
8.3 16.6 
8.3 PsP; 


Central financing policy 


To complete the picture of 
funded debt issued by the public 
sector in Ontario, numerous 
agencies of the Province should 
be considered. In this context, 
agencies of the Province include 
universities, colleges, some 
hospitals, crown corporations 
and boards and commissions. 


In recent years, only the 
Province, Ontario Hydro and a 
few large municipalities have 
issued funded debt to the public. 
Local governments nevertheless 
are restricted in their borrowing 
activities, as the Province, 
through the Ontario Municipal 
Board, imposes debt ceilings on 
_ municipalities. However, the 
Province provides considerable 
direct support to local govern- 
ments in the form of grants, 
while making financing avail- 
able to them based on its own 
borrowing costs. This policy is 


designed to prevent undue com- 
petition by the public sector for 
funds, and to virtually eliminate 
the possibility of a local govern- 
ment becoming technically in- 
solvent. In effect the Province 
uses its broader revenue and 
debt raising powers for the 
benefit of local governments. 


School boards, universities, 
colleges and hospitals are also 
heavily supported by the 


~ Province by grants and loans, 


with the result that debt raised 
by these bodies in the market 


place to date is, in comparable 


terms, minimal: 


Funded debt of the Ontario public sector 


($millions) 
Estimated at March 31, 1979 
Intra-sector Consolidated 


March31, 1978 
Consolidated 


* Excludes bank loans. 


Gross Debt —_ borrowing debt % debt 
Province of Ontario 
Direct 17,606. 17,606 60.0 15,266 
Guaranteed* 6,644 6,644 22.6 6,124 
Provincial boards, 
commissions and 
corporations** 1,578 1-578 5.4 1,458 
Local governments 5415 1,734, 3,381 145 3,211 
Universities and colleges 1,343 1,249 94 0.3 87 
Hospitals and associated 
operations ~.300 234 66 0.2 68 
32,586 3,217 29,369 100.0 26,214 


**Ontario Housing Corporation has issued $1,254 million to. a Government of Canada agency. 
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Selected financial and economic statistics 


. ($ millions) | 
March 31 6 4 O75 2 976 1977 PAN 76 1979 
Consolidated revenue fund inflows Peete ns me 
Budgetary Revenue .......5.... ee 8.27522 2; G52 10,692 11,308 . 12,566 
Non-Budgetary Receipts and Credits. . 724 556. 664 2: JAK 994 
Consolidated revenue fund ; Pate 
outflows ee seas | 
Budgetary Expenditure ..... 2.06.55. | 8,821 10,632 11,921: 13,129 14,157 
Non-Budgetary Disbursements and 285 ESP soo ; 
CHa ges nk Ae a Eee : 148357 1,404 2 K023 1,074 3 b2h1 
Cash requirements, 2.02.2... eee ee, Oye SEL 305 2,328 T5885 te 2154. 1,848 
Net cash requirements! 3... 2.0.02... | OTF Ee AED 1 SAG 8 A262 5 BO 
Liabilities , 
Debentures, notes and treasury bills , see . 
Provincial Purposes ..... ah eas Stes. 7,844 9818422. 10.8945 25 °312, 365. 14,038 
On behalf of Ontario Hydro... .... 7 18:. 2240 2510.53 i 322,901 3,568 
Gthere cs oy i RS ee 1,278 1,486 2783 2 5 2 jab 
Total Liabilities: he a oh eG 10,832 13,544 15,187 17,381 20,069 
Contingent liabilities 
Funded Debt enentutes, bonds pnd peers | < Eee 
notes) ..... Sse aa ed eg Vale Ween 329 5,030 ¥ 8,708: 6,124 6,644 
Total Contingent Liabilities. See : 3,933 5,147 5,806 624% 2? 76,734 
Ontario public sector funded _ ae ase 3 . | 
debt? i262 ee or ey are 17,272> 21,197 23,544 26,214 29,369 
eee eee 
Gross provincial product at market 
pricesos 7.24 Pee US ae ee ae ee 59,963 65,580  —s-_ 74,258 82,167 90,250 
Gross provincial product in . aoe 
constant (1971) prices? 2-22. ee. aa 455392 44 826 46,267 47,855 49,398 
Personal income (Ontario)? .. 2.20... 5. 47,060 53,887 61.353 >. 64,739 74,285 
Personal income (Ontario) per . 
capita (june 1 population) Ne 
(in-dollars) yaar BAe ah eS 5,843 6,594 7,424 8,109 8,798 
Cash requirements/GPP (%).. 0.00.00 00... DIE ap 2.1 2.6 2.0 
Debentures, notes and treasury 
DillsiGPP. (9 es OAS I 159 18.4 18.1 18.6 19.5 
Ontario public sector funded 
debt/GPP (96) rie ee oS 28.8 32.3 atZ. 31.9 32.5 


TNet cash requirements excludes transactions relating to funds borrowed on behalf of Ontario Hydro. 


2Ontario public sector funded debt is the funded debt of the Province and all provincial agencies, boards and 
commissions including local governments net of intra-sector borrowing. 


3Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing 
ina fiscal year column are the preceding calendar year statistics. 
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Summary of significant accounting policies 


: 


The accounting entity 


In the operation of its finan- 
cial affairs the Province of 


Ontario employs the concept of 


a Consolidated Revenue Fund, 
unique to the parliamentary 
system of government. The fi- 


nancial transactions of govern- 


ment ministries are recorded 
and displayed as Consolidated 


Revenue Fund cash inflows and 


outflows. With respect to the 
financial operations of provin- 
cial crown corporations, 
agencies, boards and commis- 
sions, the financial statements 
of the Consolidated Revenue 


which include the revenues 
raised through taxation, 
premiums, fees, licences and 
permits, payments from the 
federal government under 
shared-cost programs and in- 
come from investments. Ex- 
penditures on government - 
programs include payments 
for goods and services, in- 
terest on the public debt, 
salaries, transfer payments to 
individuals, municipalities 


_and institutions under various 


social programs, subsidies 
and grants, and the acquisi- 
tion or creation of fixed 


Assets and liabilities 


The assets and liabilities re- 
ported in the financial state- 
ments are financial claims 
which have been created by 
cash transactions. The assets 
are claims by the Consolidated 


_ Revenue Fund on other parties. 


The liabilities are claims by 
other parties on the Consoli- 
dated Revenue Fund. 


Since expenditures on fixed 
assets do not represent financial 


‘claims on other parties and are 


not considered to differ from 
any other service to the public 


they are not reported as assets 
but are expensed as budgetary. 
items in the year of acquisition. 


assets. The extent to which 


Fund reflect only the extent to 
revenue exceeds or falls short 


which their operations have 
been financed from or have of expenditure directly de- 
contributed to the Fund forthe _ creases or increases the net _ Debentures, notes and trea- 

year. debt of the Province. sury bills are recorded as liabili- 


““Non-Budgetary Transac- ties at the face value of the debt 


tions” are the lending, invest- instrument, and discount, 
ment and trust administration premium and commission ex- 
functions which include, as penses are treated as current 
distinct from expenditure, the year budgetary transactions. 
government lending and in- The general resources of the 
vestment activity in various Province are used for the con- 


crown corporations, agencies tinued orderly retirement of 
and municipalities. All of debt and no sinking funds are 
these loans and advances are maintained for this purpose. 
repayable or represent equity 
holdings supported by the 
assets of the corporations. 
Also included in this category 
is the activity within deposit, 
trust and certain special pur- 
pose accounts. ‘‘Disburse- 
ments’’ is the term used to 
describe the lending and in- 
vestment transactions of the 
government. “Receipts” con- 
sist of the repayment of loans 
or recovery of investments. 
“Credits” is the term used to 
describe payments into de- 
posit, trust and special pur- 
pose accounts. Payments 
made from these same ac- 
counts are termed ‘‘Charges’’. 


The accounting basis 


The Province of Ontario uses 
the cash basis of accounting for 
its financial transactions, 
modified to allow an additional 
thirty days to pay for goods and 
services pertaining to the fiscal 
year just ended. In this regard, 
payments to employees for the 
pay period which overlaps the 
fiscal year end date are appor- 
tioned between the two years. 
The cash basis of accounting, 
modified as described, is used 
to disclose to the public the 
stewardship of the Government 
in regard to monies entrusted 
by appropriation, and raised 
through taxes and borrowing. 
Revenues and expenditures 
being unrelated in nature are 
matched only by timing of cash 
flow. 


The contingent liabilities of 
the Province consist of guaran- 
tees by the Treasurer of On- 
tario of debt instruments issued 
by provincial agencies, boards 

- and commissions and bank 
loans under certain government 
programs. Other significant 
legal commitments and liabili- 
ties are disclosed in notes to the 
financial statements. 


The net debt of the Province 
is the excess of liabilities over 
recorded assets. It is also the ac- 
cumulation of all budgetary 
deficits and surpluses since 
Confederation. The year-to-year 
change in net debt isthe amount 
by which revenues exceed or are 


“Debt Transactions” are less than budgetary expendi- 
the borrowing and repayment tures. 


transactions which include 
obligations issued to both 
non-public and public sources 
of funds. 


Classification of transactions 


The transactions of the Prov- 
ince of Ontario are presented 
in summary form according to 
the three distinct areas of 
government activity through 
the Consolidated Revenue Fund. 


‘Budgetary Transactions” 
are operational activities 
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Statement of consolidated revenue fund 
for the year ended March 31, 1979 


SA an NR a en ne ce noo eR 


1979 1978 
($ millions) ($ millions) 
Opening balance 
Cash, temporary investments and 
marketable securities ............-. 548 804 
Budgetary transactions 
Revenue 227.5 Sut) oak oe oye cee ees 12,566 11,308 
Expenditure vee a 14,157 : i 13,129 
Budgetary deticit. on (1,591) (1,821) 
Non-budgetary transactions | 
Loans, advances and investments . 
ReCeIpts 2 i en OES 503 321 
Disbursements 70. od ee an eae 8 1,129.2 949 
Net increase in loans, advances | , 
and investinents*: 2225 720 aks (626) 7 : (628) 
Trust administration functions 3 3 
Credit ett a cee hes 491 : 420 
CRATRCS oases eek 122 125 
Net increase in trust administration 
FUNCHONS coe re as _ 369 295 
Non-budgetary transactions (net). ae (257) (333) 
Cash requirements* ......5..0..00-00 0000-5. (1,848) (2,154) 
Debt transactions 
Proceeds of 10a0S oi eos ee 20 2,036 
Retirements of [Gans 2 xsi ee ie ee: 194 138 
Debt transactions (net)* ............ 2,320 1,898 
Closing balance 
Cash, temporary investments and 
narketable securities”. ¢cs2. 22056 02% 1,020 548 


* Includes borrowing and lending on behalf on Ontario Hydro. See note 2. 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of budgetary revenue 
for the year ended March 31, 1979 


Taxation 
Personal incoiie taxe2 3 a6 ee it NO Shae Foie Gece NE OES Epes ve 2,735 
Retail:salestax (note 10}. Se os Pee SS RG ORNS Se wi aN as re 
Corporations: taxi no Macau oie See meee ee bara Sin Meer Sag ee Oe 1,278 
Gasoline taxes Be Ay ere a RE Bo pcre SR a ees C39 
TOBACCO tae Ree ADEE Tsay Son Rh aie et a 258 
Motor vehicle fuebtax ccc ee ea es arg as aad SPP nes Core 940 
Land transfer taxis ao ee Soe ee ee ee ayer te Nesta 67 
succession duty of eee i Ge ERE oe patna oe eee Wane anne Noches 63 
Race tracks tax .....0... Seeaeade SRSA nt asd PE Sa ane ON Ree NE ren 46 
Federal government income tax revenue guarantees........... SF ouwthgu es cite a Be 
Other 2a. rye ee see eae SEUSS pre out as te ec ee, car a SMS oe 65 
ae 6,906 
Other revenue 
‘Premiums — Ontario Health Insurance Plan..... Be ea Rae Saree 977 
Profits from crown corporations and boards ; | 
Liquor Control Board of Ontario... 2. fe! Sees 356 
Ontario Lottery Corporation ......2... Rents ee ON Se A ae 46 
Vehicle registration fees. 25 eS EA Ea ae stost 301 
Liguor Eicence:Bodid == fees 25-3 4 Ge a Fe 521413 
Other fees and licences........... itoring ere ts AR rp toa teagia eter See 131 
Fines‘and-penalties:.2< 200, Seo ee eet phe ee ee 62 
Royalties (yoo Fes ae en ee es eae ieee ics Sat aah ee es eee 57 
Utilitysservice charges oo 5 co ees eee eco ee ta er er aw Aye 55 
CU OEE 6n SO Baars fate te po ee en ails Pet ee ea og Sigua 102 
2,200 
Government of Canada 
Established Programs Financing . 
Cash Contribution Pee ek Sr ee a Se fe BOS 
Extended: Health:-Care Services:¥ 8 e208 ERS Sr ee ee 188 
Hospital Insurance and Diagnostic Services Act..........:...2.0 2.508. 28 
Canada:Assistance Plamages in eee ae ea a ee ae 410 
Economic Stimulation (note TO) 62) 3s ee eas eee ee 289 
Adult Otcupational Training Agreement! >>. ooo. 35 ys a RS 105 
Other tees See ioe SN Ee ee epee ee eur ee 163 
2,788 
Interest on loans, advances and investments (note 2) ............. 2.02... 672 
Total budgetary revenue: 4°. oo Be Oe ee 12,566 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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1979 
($ millions) 


1978 
($ millions) 


2,447 
1,926 
1,014 
523 
~ 206 
85 
62 
73 
43 
210 
41 


6630 


830 


S278"; 

71. 
267 

93 
126 

59 

49 

48 

98 


1,968 


+233 
167 
29 
416 


76 
141 


2,062 


648 


11,308 


Statement of budgetary expenditure 
for the year ended March 31, 1979 


MDS Berea Da eR ca OE kN PAA AC al, ncn A a PE DNS nD Se LR es 


1979 1978 
($ millions) ($ millions) 


Social development policy field’ 


FGA Soe So es ee BE OS Pa ra aed etae se eo ey 3,958 3,631 
Education. ..... PCy eA aie NS AEN as Irak a al pe ee dae Swear peers, 2,391 2,343 
Colleges and Universities. ce So eee Oe ar Se eenerr ener Bet Ae, 1,371 1,257 
Community and Social Services....... yee eA RAE Rare me an a hee 34,226 1437 
Cultare and Recreation: © as ooh os Ba ee a ee 207 192 
Social Dewcionment Policy oan Set As Caae Bes Dee cng pie eis ee a2 2 

9,155 8,562 

_ Resources development policy field . 

' Transportation and Communications . De TI ADy witeea warns LS ie hae 1,068 1,035 
Natural Resources 2.00.05. 2 ie es ieee uma etek ee ee 246 243 
Agticulture and Food.:..../........ 2.620 NOE IS LO 174 170 
HOUSING ee an a Bhan Sah ea eh Hig Oe 16723 172 
Environment ... me Gat Vereus Ne Pipa ea Ne id Pte ae AAU oe UAC a 122 ) 114 
Industry and Tourisme ye. i.e eke ote. satiate wes pee eh Son 60 53 
Labout: 3.83.55. fea uP RS Hyde tase ade Gus wees de ae Sate ainiste ean 2 . 34 29 
Energy....... Ss Eau ice Our poe Lo ete aay Peery TOS SE ie eon BUR ree 10 7 
Resources Development ROME Vee tein Reds ny toes GRU aN Ur eae es 3 3 

1,884 1,826 


Justice policy field 


Solicitor General. 3%. >: SN DO Eibn panne es Mok Scr ee ear rel ae anon Se aoa 168 153 

Attomey General? os. cc eee: So Ue ATR en etn ia nee Soa Ere nee 140 129 

Correctional Services. ci ae es (ipa: SO hae ee GEN Se 130 119 

| Consumer and Commercial Relations. WE ER he DiS OL Eon ae wl cee ae ae 63 63 
ons : 501 464 


General government 


Intergovernmental Aftairs eo Sree eA Be SE es eee as aa 510 391 
Goverment Services ce cs CR ey oe IE. eee, eee, 253 271 
Reventies 2) ee eay csc, ate eet Se ee oan capes cae fre arses 194 194 
Northern Affairs ........0.5.5. Ue Sea aea tet ete SE TA eed 125 113 
Office of: The Assembly i223: Se AAG ioe Pe aoe: x C teams 22 30 
Treasury and Economics....... Bee Si ane Ny oe ot ty hanna ata e DE ye 21 19 
COLNE Oe os ean ayant Die i SE) Ca OTH aise I Me gs ergata iNeed: we Rae A ene OE 18 TZ 

; 1,143 T2035 

_ Public debt — interest (note 2) . SUE eS Ge ey in Ao Reh pita’ hat eas ape 1,474 1,242 
Total budgetary expenditure... ...... Sosa Poe RNP a EEUU AT GORY 14,157 13,129 


“See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of non-budgetary transactions 
for the year ended March 31, 1979 


1979 1978 
($ millions) —($ millions) 


Loans, advances and.investments 


Receipts 
Ontario Hydro — advances secured by bonds ..............0..... 83 58 
Nuclear power generating station — Pickering (note 2) ............ 20 22 
Other corporations, boards and commissions 
Ontario Mortgage Corporation .............6.. Serres oe 144 21 
The Ontario Education Capital Aid Corporation .............: 67 62 
The Ontario Universities Capital Aid Corporation............. 28 27 
Ontario-Housine Corporations 6.2 | ase a a 34 12 
Oya nic} pigment Nec Polar eon i Pres abba ENC RAMA tate Foe KC ea Maury 33 47 
Water treatment and waste control facilities ...... TONE Sa ese Sole Bd. y ae 35 
Loans-to- municipalities ss ers Ce ees aes nes ae ath a ia 223 18 
Other loans and investments......... Ra eR eoterat Spratt pea aes Sproat ses 20 19 
503 321 
Disbursements Ge | 
Ontario HyGro te See, Pe a en See 750 450 
Other corporations, boards and commissions | 
The Ontario Education Capital Aid Corporation.............. 71 81 
The Ontario Universities Capital Aid Coreratipn: fe or cer aera ea 34 
Development Gorporations< ec. ccgs cee Ga es Vale ea wee! 40 42 . 
Ontario Housitig-Corporation 5 en Ee i a 29 es 30 
Ontario Mortgage Corporation eee a FSG, ip ot De re ears 16 85 | 
OER ele eine eee in an ee een DY cere aoa ee ans. 36 pire 
Water treatment and waste control facilities .......... Sat oy eae es 147 $35 
Loans to municipalities. ..... Be de ge Ca Ra iA RIN Genk te eee PPPs 39 _ 44 
Otherloans'andinyvestments 26a ee ee ee ee ay 1 ot 
| 1,129 949 
Net increase in loans, advances and investments. ............... 2... .0 6205. 626 628 
Trust administration functions 
Credits 
Pension funds..... EEF Nee MOA EN Tau eR DAD Prnct otra Ahh 302 253 
Deposit; trust and reserve: accounts «nie ts ee pe Pin BE IG so 2B. 161 
The Province of Ontario Savings Office Deposits — net increase ... 61 6 
491 420 
Charges . 
Pension funds: 350. his aes ot FE en See eS 4 58 
Deposit,-trust‘and reserve accounts’ 62 iis. .s30 bos ba PY eet es 51 67 
‘t22 125 
Net increase in trust administration functions. ..... 0.0.0.0... 0.0.0.0. 00 cue 369 295 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of debt transactions 
for the year ended March 31, 1979 


1979 1978 
($ millions) ($ millions) 


Proceeds of loans 


Non-public 
Canada Pension Plan Investment Fund . 2.0000... ec ee a 916 851 
Teachers’ Superannuation Fund ............. ee aie ee eben ia ts 489 488 
Ontario Municipal Employees Retirement RING ee oe es ee 100 190 
Central Mortgage and Housing Corporation Ps waste 
control loans ee oe Le ae ee 64 57 
1,569 1,586 
Public — 
On behalf of Ontario Hydro........ evi ci the saa Ve ee tN Le Cie aA 750 450 
Treasury billstnet) ccs ae. ye A ae eye ere Malet 195 
| 945 450 
Total proceeds ofloans: ies eS CG EM Ie GN MMC ea aes ABO ape aN Ae 2,514 2,036 


Retirements of loans 
Non-public , 
Central Mortgage and Housing Corporation — waste 
controlloans.2. no. eae ee eee Waa 14 6 
Government of Canada, Municipal Development Loan 


Government of Canada, Federal-Provincial Employment 


Incentive Programs...... ee tge ac OO cle I sthe mae Rie Paes ee a 3 3 
| 21 14 
Public 
On.behalf of: Ontario Hy didi: 26-8. 6. es A aie mas ra Se ea 83 x58 
For general purposes........ Sao ie ere Me me ce tt Oe ee ci i 90 66 
173 124 
Total retirements of loans................ See CH ca OME pany 2 Cg ate aan Ss Rat lag 194 138 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of assets and liabilities 
as at March 31, 1979 


1979 4978 
($ millions) | ($ millions) 


Assets 


Cash, temporary investments and marketable | 


securities (note1)...... Areata as ROR RANI es Saeed Bhi I Rie epeec Te 1,020 Bae 548 
Advances to Ontario Hydro (note 9s RAE BORSA? RONG ce Mite Pe ae “SR S735, 2,926 
Advances and igestmenis ~ ahs corporations, boards | , | 

and commissions (note 3) ...... ee EAD ad wile anes Pate Oe 4,340 4,455 — 
Investments in water treatment and waste corte! ae 

facilities (at cost less recoveries)(note 4)... 2.620.006. Dera aay ene 975. 880 
Loans to municipalities ...... Dy ENT es Re ee | 342. 325 
Other loans and investments (note 5) .......... su : ae ke ei pce se Se 250 BOWS ie 

Total recorded assets .:...... POST OSs Spina Stee ue a Spite : 10,500 | 9 403 
Netidebt* sooo fakes Reger te yee eek Ty hirer tary nom aie state Say ee 9,569 2f DEB 
20,069 17,381 

Liabilities 
Deposits with The Province of Ontario Savings Office .. Spa Ba Gage 406 345 
Pension funds(note 6). 2.2 ee. aes VaR ip MEE He Ree : At 1,567 1,336 
Deposit, trust and reserve ACCOURES oe he a Se ey ean gee eos ess 399 322 
Advances payable a0 Se ACerS ROS Le Ue Cat eer ae age ee 91 ake 
Treasury: DHISes. oe ee ee PORES ape ey Mea ie CUE Tee 325 | 130 
Debentures and notes (note 7)». 2... 2.0.0 0..2. 00. 2S. Gopig rae nit Tees 1 7,281 15,136 
20,069 17,381 
Continpént fabilities note bloc 6 ee Oe eer nt ea eke Oats iia 6.212 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Approved on behalf of the Ministry of Treasury and Economics: 
A. RENDALL DICK, Deputy Treasurer of Ontario and Deputy 
Minister of Economics 


G. McINTYRE, F.C.A., Executive Director, Treasury Division 
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Notes to the financial statements 


(all figures in millions of dollars) 


1. . Cash, temporary investments and marketable securities 


Temporary investments, which include obligations of Canadian chartered banks and other short-term invest- 
“ments, are recorded at cost. Marketable securities, which include debentures and bonds issued by the 
Province of Ontario and Ontario Hydro, are recorded at cost which was $51 million at March 31, 1979 (1978 

$82 million). The market value of these securities was $48 million at March 31, 1979 (1978 $80 million). 


2. Advances to Ontario Hydro | 


. z : 1979 1978 
Secured by bonds........ Seth oe SRG Ds FE BE ee ise RUSSO oe its alg ah ak ie Ooh Ca $3,568 $2,901 
Nuclear power generating station — Pickering ..............5 0-5. Sere aes tt 5 25 


$3,573 $2;926 


The Province, in addition to guaranteeing Ontario Hydro debt obligations, has issued U.S. dollar debentures 
on behalf of Ontario Hydro. The proceeds have been advanced to Ontario Hydro in exchange for U.S. dollar 
bonds with the same terms and conditions as the debentures of the Province. These borrowing and lending 
transactions, which fall outside the Province’s own budget framework, increased the Province’s level of non- 
budgetary transactions, cash requirements and debt transactions by $667 million (1978 $392 million). In ad- 
dition, the interest payments related to such borrowing and lending transactions increased the level of bud- 
getary revenue and budgetary expenditure by $244 million (1978 $209 million). 


The Province, by agreement with Ontario Hydro and Atomic Energy of Canada Limited, contributed $100 
“million to the capital cost of thé Pickering nuclear. power generating plant and under the terms of a thirty 
year agreement receives payments based on the net operational advantages of the plant. These payments, 
which have amounted to $95 million, have been applied entirely to reduce the advance. 


3. ~Advances and investments — other corporations, boards and commissions 


{ 


The Ontario Education Capital Aid Corporation . 2.20 ee Pee $1,278 $1,274 
The Ontario Universities Capital Aid Corporation... ee. ee ee ~ 1,204 1,232 
Ontario Mortgage Corporation .....-......... ph aE Ra linn Saat es She Py eS 630 758 
Ontario Housing Corporation .. 2.05.0... tee Gta So wee es OnE ig ee NO oss SOD 349 
Ontarioc.and Conoratian: s 2205 oe ee ea Se hey) agen ec hecoe ieee RE 345 332 
Development Corporations’... ..... PoC aew Ren Ai ESPERO UE APE EER Chee ere Oe SEN Ne 198 179° 
Ontario Energy Corporation. .2......... hoe Bets sae SUES, pai ar Re ak CBee a bes 100 


Otheress cc: MASUR Gee Se See Seite Here es De es Se MSOs a copes Site eu 2 212 231 


The Ontario Education Capital Aid Corporation receives advances from the Province to purchase bonds or 
debentures issued by school boards for capital expansion programs. The securities held by the Corporation 
are the obligations of the individual school boards. However, under current support arrangements for local 
school boards, approved debt charges are subject to Provincial grants averaging 75%. 


The Ontario Universities Capital Aid Corporation has received no new advances since March 1978 when the 
Province changed its capital financial support program from loans to. grants for new construction in the post- 
secondary education sector, Under the former program the Corporation received advances from the Prov- 
-ince to purchase bonds or debentures issued by provincial universities, colleges, the Art Gallery of On- 
tario, the Royal Ontario Museum and municipalities on behalf of public libraries, for approved capital con- 
struction projects. The securities held by the Corporation are the obligations of the issuing institutions. 
However, these institutions received annual budgetary grants in 1979 of $116 million (1978 $113 million) 
from the Province to cover the full amount of principal and interest due to the Corporation. 


The Ontario Mortgage Corporation has used advances from the Province to provide primary and secondary 
mortgage financing for eligible persons. The Province paid subsidies amounting to $2.5 million in 1979 ($1.8 
million in-1978) to the Corporation for certain loans. made at interest rates lower than cost. Following a 
change in government policy, the Corporation sold $109 million of its mortgage portfolio during the fiscal 
year and has made no new commitments. Further sales from the portfolio are scheduled for 1979-80. 


Ontario Housing Corporation plans, constructs and manages residential housing projects. Financing is pro- 
vided by the Province and Central Mortgage and Housing Corporation (a federal crown corporation). Oper- 
ating subsidies are shared by the Province, Central Mortgage and Housing Corporation, and municipalities. 
The Province’s share of the subsidy for the calendar year 1978 was $91 million (1977 $80 million). At June 30, 
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1978, the Ontario Student Housing Corporation was dissolved and all assets and liabilities, including an $8.5 
million liability for advances from the Province, were assumed by the Ontario Housing Corporation. Sub- 


sequent to the year-end certain assets and liabilities were approved for transfer to the Ontario Land Cor- 


poration from the Ontario Housing Corporation retroactively effective from January 1, 1979. At March 31, 
1979, the amount of the advances to be transferred from the Ontario Housing Corporation account to the 
Ontario Land Corporation account is approximately $160 million. 


The Ontario Land Corporation was established in 1974 to assemble land for new communities and industrial 
parks. In 1978 the Corporation’s objects were broadened to include land development. In this connection, 
and_as described above, certain assets of Ontario Housing Corporation including land leases, mortgages, 
agreements for sale and lands scheduled for residential, industrial and commercial development, were trans- _ 
ferred along with related liabilities to the Ontario Land Corporation. In addition the Province discontinued 
its practice, effective October 1, 1978, of charging the Corporation interest on outstanding advances used to 
finance land holdings. 


Ontario Development Cermoration and the associated Eastern Ontario Development Corporation and Nor- 
thern Ontario Development Corporation provide loans and arrange for provincial guarantees of bank loans 
to qualified enterprises. The Province has purchased an equity of $7 million and has advanced all funding for 
the lending programs of the corporations. Through its budgetary expenditures, the Province also transfers 
to the corporations an amount to defray the costs of all administrative expenses, certain loan forgiveness, 
honouring guarantees, and writing off loans and losses due to the corporations’ lending rates being lower 
than their borrowing rates. In 1979 these transfers amounted to $20.8 million (1978 $21.7 million). 


Ontario Energy Corporation was established in 1975 with a $100 million equity_investment by the Province to 
develop energy sources for Ontario through investment in energy exploration, development and production. 
The Corporation’s initial major involvement was a 5% equity position in Syncrude Canada Ltd. which was 
sold during 1978 for $160 million. The Corporation has also been participating in the research aspects of the 
Polar Gas Project which is studying the movement of natural gas from the eastern high Arctic to southern 
markets. At March 31, 1979, the Corporation has invested $12 million in the Polar Gas Project. Subsequent to 
March 31, 1979, the Province’s investment in the Corporation was reduced to $15 million equity through a 


- repayment of advances and a repurchase of $85 million of the share capital investment. 


investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems to 
serve municipalities. These investments are being recovered over the life of agreements with the municipali- 
ties. Certain of the agreements provide for the accumulation of the principal portion of annual amortization 
payments in a sinking fund. The accumulated balance in such funds (included in deposit, trust and reserve 
accounts) was $37 million at March 31, 1979 (1978 $41 million). Other agreements are for projects which are 
subject to service rate billings. The amount received from service rate billings in 1979 was $57 million (1978 
$48 million) of which $10.2 million (1978 $8.3 million) was applied to reduce the investment account. 


Other loans and investments 


Included in other loans and investments are Ministry of Health capital construction loans to public hospitals 
amounting to $236 million (1978 $256 million). During the 1979 fiscal year, the Province made grants of $19.1 
million (1978 $17.9 million) to assist public hospitals in meeting principal and interest payments. No new 
loans have been made since March 1978 when the Ministry changed its public hospitals capital financial 
support program from loans to grants. 


Pension funds 
1979 | 1978 


Public Service Superannuation: Fund: 230) kere Pee pe eae a Ee re ae hoe gy og $1,551 $1,324 


Legislative Assembly Retirement Allowances Account. .... 0.6... 050 000 e eevee eee 16 12 
: $1,567 $1,336 


The Province of Ontario maintains accounts within the Consolidated Revenue Fund for all contributions and 
interest earnings less pension payments for both the Public Service Superannuation Fund and Legislative 
Assembly Retirement Allowances Account. The amounts recorded by the Province are essentially the sole 
assets of these pension plans. 


Based on an actuarial report as at December 31, 1976, the Public Service Superannuation Fund had un- 
funded liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution of $6 million is required 
to be credited annually in accordance with The Pension Benefits Act. 


8. 


2. Residual unfunded liabilities of $422 million which are required to be amortized by annual payments of 
$49 million until January 1, 1990 and $32 million on January 1, 1991 and 1992. 


As at March 31, 1979, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 31, 1978, re- 
ported an unfunded liability of $3 million. In accordance with the policy of the government in regard to this 
account, the full amount of the unfunded liability was contributed during the year. 


Teachers’ Superannuation Fund 

Through the budgetary expenditures of the Ministry of Education, the Province of Ontario makes annual 
contributions to the Teachers’ Superannuation Fund (which is administered by the Teachers’ Superannuation 
Commission) equal in amount to contributions by members. Further, the Province is committed to paying 
any deficiency | in the Fund. : 


Based on an actuarial report: as at pecerpe 31, 1975, the Teachers’ Superannuation Fund had unfunded 
liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $23 million is re- 
‘quired to be credited annually in accordance with The Pension Benefits Act. 

2. Residual unfunded liabilities of $1,069 million which are required to be amortized by annual payments 

~ of $121 million until December 31, 1980, $116 million from December 31, 1981 to December ong 11989 
and $94 million on December 31, 1990. 


As at March 31, 1979, the Province had made all sehedgled payments. 


Debentures and notes 1979 1978 
Races _ Payable in 
- Years. of : ; Canadian United States - Deutsche 
Maturity, Mar.31 Dollars - Dollars Marks Total ' Total 
1979 tae $ ; $ $ $ $1.29 
1980 67 29 4 100 100 
1981 | ee AG ee (eos 7 52 52 
1982 62 ao vA 108 108 
1983 22 125 yi 254 254 
1984 THA 85 7 203 
1-5 years 407 ; 278 32 717 643 
6-10 years. 1,861 99 43 197303 1,759 
11-15 years 3,379 440 3,423 2,900 
16-20 years : 6,022 ~ 281 6,303 5,531 
21-25 years . 1,764 684 2,448 2371 
26-30 years : a pepe 2,203 ? 2,355 1,894 
31-35 years. 6 Fp 57, ee : 37 25 
36-40 years 25 25 13 
$13,647 $3,589 $ 45 $17,281 $15,136 


- The U.S. dollar debenture liability is recorded at par with the Canadian dollar and with the exception of $21 


million, has been incurred on behalf of Ontario Hydro. As explained in note 2, the Province holds U.S. dollar 
bonds of Ontario Hydro having the same terms and conditions as the debentures of the Province. 


The Province has borrowings of 154 million Deutsche Marks recorded at $45 million, the Canadian dollar | 
equivalent at the time of issue. At March 31, 1979, the Canadian dollar equivalent was $96 million. 


Contingent liabilities 
The Province is guarantor of certain debt obligations as follows: 


Debentures, bonds and notes 
COMTATIOSAV GION: oo Gen rss Pray ey iw pone 6 ook REN phat ere ters a ge $6,634 $6,114 
Other Provincial crown agencies ......... GEES Oy ea wire alee Tener tke be Se ee 10 10 


Bank loans guaranteed 
Provincial chowhragencies: 0 ass yn sacs pare od ety, SLO AS Oe Pn een Nahe DE ed ee 
Corporations and individuals through various government programs ....... Baio 8 
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Ow 
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11. 
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Long-term leases : . 
The Province has long-term lease commitments for accommodation amounting to $164 million to 1984 and 
an additional $117 million for years beyond 1984. The lease payments made in 1978-79 amounted to $47 
million. ; i é 


Economic stimulation 

On April 10, 1978, the government announced a reduction in retail sales tax rates of three percentage points 
for a period of six months to stimulate consumption. It was estimated that retail sales tax revenues would be 
reduced by $433 million. The Government of Canada has contributed two-thirds of the estimated cost of the 
tax reduction. Behe os se ; 


Change in accounting treatment and comparative figures ; 

In the current year, the Province changed its practice of allocating the annual contributions in respect of the 
unfunded liabilities of the Public Service Superannuation Fund. Previously, such payments were included in 
their entirety in the amount reported for the Ministry of Government Services in the Statement of Budgetary 
Expenditure. Of the total unfunded liability payments into the Fund which amounted to $55 million in the 
current year, approximately $51 million was allocated to all ministries in the Statement of Budgetary 
Expenditure. The allocation of this $51 million had no effect on the total of Budgetary Expenditure and the 
1978 comparative amounts for the ministries were not restated. Ina concurrent change in policy the Ministry 
of Government Services recovered the remaining $4 million of the contributions from certain government 
agencies whose employees are members of the Public Service Superannuation Fund, 


With the foregoing exception, 1978 comparative figures have been reclassified where necessary to conform 
with the 1979 financial statement presentation. | 
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| am pleased to present the 
1980 Financial Report of the 
Province of Ontario. 


The results of the year ended 
on March 31, 1980 are gratify- 
ing. Through a continued pol- 
icy of disciplined restraint 
coupled with the revenues 
flowing from a fairly buoyant 
economy, Ontario continued 
to reduce both its budgetary 
deficit and its net cash require- 
ments. 


This Report provides some 
commentary on the major 
aspects of Ontario’s finances 
and presents the financial state- 
ments of the Province for the 
fiscal year ended March 31, 
1980. The Public Accounts 
submitted to the Legislature 
annually should be referred 
to for more detailed informa- 
tion. The policy aspects of 
Ontario’s financial operations 
are discussed in the annual 
Ontario Government Budget. 


Further clarification for the 
reader has been introduced 
this year by the introduction 
of my budget plan of April 
1979 against which the year’s 
results can be compared. In 
addition, all transactions in 
respect of the flow-through 
financing to Ontario Hydro 
have been isolated to show 
more clearly the Province’s 
own performance in relation 
to plan. 

Comments or questions will 
be welcome and should be 
directed to the Office of the 
Treasury of the Ministry of 
Treasury and Economics. 


Bt 0 Mabie 


Toronto, September 1980 


The year in review 


A stronger than anticipated 
economic performance in the 
second half of 1979 enabled 
Ontario to exceed its planned 
reduction in net cash re- 
quirements. The actual cash 
requirement for the year was 
$584 million in comparison to 
the budget plan, which had 
anticipated a level of $1,153 
million. 


During the year, increases 
to total income over original 
budget of $841 million, stemmed 
substantially from upward re- 
visions of Ontario’s personal 
income and corporate tax yields. 
This increased income allowed 
the Province to cover certain 
extraordinary expenditure items. 
Firstly, in recognition of the 
effect of high interest rates on 
school boards and municipal- 
ities which normally require 
interim bank financing before 
provincial grants are received, 
the Province was able to offer 
some relief. This was accom- 
plished by accelerating some 
$82 million of grant payments 
to school boards and $143 
million to municipalities within 
the year. Secondly, in the 
Parkway Belt West, land acqui- 
sition had been financed by 


Ontario Hydro for its trans- 
mission line system as well as 
additional land for other 
Parkway Belt needs. The 
Province compensated Ontario 
Hydro by $59 million for those 
lands acquired by the Province. 
Thirdly, special assistance was 
made available in two areas 
of natural disaster. Blue mould 
damage to the tobacco crop 
required $38 million in addi- 
tional financing of losses insured 
by the Crop Insurance Commis- 
sion while special assistance 
programs in aid of communi- 
ties affected by the 
Woodstock tornado and 
spring flooding cost an 
additional $9 million. 


With the continuation of 
the policy of sound financial 
management and expenditure 
control, the Province was able 
to finance some $267 million 
of other in-year program cost 
increases by identifying and 
constraining over $290 million 
of savings in other programs. 


Spending performance 


Ontario has once again 
demonstrated the ability and 
determination to control the 
growth rate of government 
spending. This is consistent 
with the objective of reducing 
the claims of government on 
the economy so that increased 
resources are channelled into 
the private sector. 


Responsible budgets and 
financial management dedi- 
cated to living within total 
allocations have ensured the 
continuation of the success 
in moving toward this objec- 
tive. 


Since 1975, the Province 
has consistently maintained 
its expenditure growth rate at 
less than the growth rate of 
the economy. This has 
enabled an overall reduction 
of 1.5% in the Province’s 
spending as a proportion of 
the Gross Provincial Product 
(GPP). 


Spending compared to GPP (%) 


1975-76 
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1976-77 
16.8 


1977-78 
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1978-79 
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1979-80 
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Income performance 


At $15,246 million, Ontario’s 
total income increased by an 
overall 15.2%, about 6% more 
than anticipated in the 1979 
Budget. Improved economic 
performance in the latter half 
of 1979 accounted for about 
two-thirds of this 6% increase 
while the Federal forecast 
adjustments to Ontario's 
personal income tax yields 
accounted for about a 
quarter. 


Further details of the 
revenue trends are given in 
the budgetary revenue 
section of this Report. 


Net cash requirements 


As a consequence of the 
ongoing restraint on spending 
levels, the management of 
the government program within 
a pre-determined total, and 
the revenue yield from a grow- 
ing economy, the Province’s 
net cash requirements were 
held to $584 million, a nine 
year low. 


'77-78 


'78-'79 


These requirements were 
once again met entirely with- 
out entering the public debt 
markets. This marks the fourth 
consecutive year that the 
Province has complemented its 
move to lessen the govern- 
ment sector share of the 
economy with a freeing of the 
capital market to other 
borrowers. 


Not only did the Province 
finance its requirements entirely 


from its traditional non-public 


sources of the Canada 
Pension Plan Investment 
Fund and the Teachers’ 
Superannuation Fund, but it 
completed its withdrawal 
from borrowing from the 
Ontario Municipal Employees 
Retirement System. This latter 
pension fund has now added 


to the resources available for 
investment in the private 
sector. 


The reduced requirement 
for funds further enabled the 
Province to completely wind 
down its $325 million 
Treasury Bill program, and to 
increase its liquid reserves. 


Ontario Hydro 


The Province traditionally 
borrows on behalf of Ontario 
Hydro for its capital program 
in the United States and then 
lends that sum on identical 
terms to Ontario Hydro. In 
the current year, $300 million 
was borrowed and after 
retirements of $86 million 
the debentures and notes 
outstanding for Ontario Hydro 
were $3,782 million. The 
Province has therefore 
incurred a significant liability 
wholly on behalf of Ontario 
Hydro from whom it holds a 
corresponding offsetting asset. 
In addition, the Province guar- 
antees virtually all debentures 
sold directly by Ontario Hydro. 
The Province’s contingent lia- 
bility in this regard was $7,502 
million at March 31, 1980. 


Budgetary revenue 


Taxation 

Ontario’s major tax revenue 
sources accounting for 50% 
of budgetary revenue are per- 
sonal income tax, retail sales 
tax and corporations tax. Each 
of these taxes displayed a solid 
growth during the year as the 
economy experienced a 
stronger performance than had 
been expected. 

The personal income tax 
rate is set at 44% of the basic 
federal tax. In common with 
most other provincial govern- 
ments, Ontario has a tax 
collection agreement with the 
Government of Canada whereby 
instalment payments are 
collected monthly by the 
Federal Government who make 
payments to Ontario based 
on forecasts of collections 
established prior to the begin- 
ning of the fiscal year. During 
the fiscal year, upward 
revisions were made to this 
forecast amounting to $213 
million to take account of the 
greater yield flowing in 1979 
and because of prior year 
adjustments in the 1978 tax 
yield. As a result, the growth 
rate of recorded personal 
income tax outdistanced both 
the previous year and the 
amount expected in the 1979 
Budget. 

Ontario's retail sales tax is a 
7% levy on the purchase price 
of most items. Necessities 
such as food and children’s 
clothing are exempt but some 
luxury goods are taxed at 
10%. The Government has 


Major revenue sources 


ios) Taxes (60.0%) 


Other (40.0%) 


also been able to very effect- 
ively stimulate selected 
sectors of the Provincial 
economy by offering retail 
sales tax exemptions or 
rebates. For example, in 
previous years exemptions 
have been given on the 
purchase of production 
machinery and equipment, 
and equipment purchased by 
the hospitality industry. In 
his latest Budget the Treasurer 
announced several new 
exemptions, some of which 
are directed to encouraging 
purchases of equipment which 


will contribute to energy 
conservation in the Province. 
Over and above such selec- 
tive measures, temporary tax 
reductions have been used to 
stimulate the economy as a 
whole. In 1978-79, the 
Province joined with the 
Federal Government in an 
economic stimulation program 
which gave a general reduction 
of 3% for a period of six months. 
With a healthier economy in 
1979-80 the yield from this tax 
rebounded to $2,414 million 
and exceeded its budget by 
$119 million. It contributed 
17% of the Province’s bud- 
getary revenue. 


Ontario levies both an income 
and a capital tax on corpora- 
tions. The tax is paid in monthly 
instalments with final estimated 
payments due three months 
after a corporation’s fiscal 
year end. Some growth in the 
tax was expected as rates 
were increased in certain areas 
in the Budget. However, as 
the calendar year drew to a 
close and the corporate ~ 
sector was generally reporting 
sizable growth in profits, it 
became evident that the 
Province would enjoy a sub- 
stantial growth in its 
corporation taxes. The cash 
collections for the year were 
$1,616 million which was a 
26% increase over the previ- 
ous year and $281 million 
more than was forecast in the 
Budget. 

Ontario’s remaining taxes 
account for about 9% of bud- 
getary revenue, and are in 
the main attributable to taxes 
on gasoline, motor vehicle 
fuel and tobacco. 


Payments from the 
Government of Canada 

The Government of Canada 
has assisted all provinces in 
financing major social 
programs. Until 1977 the domi- 
nant form of assistance was 
cost-sharing, but under the 
new fiscal arrangements agreed 
to in that year, cost-sharing 
was eliminated in favour of 
more provincial tax room in 
the personal income tax field, 
and cash payments to the 
provinces for established pro- 
grams, which grow annually 
at rates tied to Gross National 
Expenditure and provincial pop- 
ulations. In 1979-80 these 
payments constituted three 
quarters of the $2,757 million 
received from the Government 
of Canada. 


The most significant shared- 
cost program remaining is the 
Canada Assistance Plan. This 
agreement which provided $472 
million in the year is basically 
a 50% share of social welfare 
costs, such as the Province’s 
family benefit allowances and 
the Province’s contribution 
to municipal welfare. Other 
shared-cost programs cover 
areas such as adult occupa- 
tional training, bilingualism, 
and economic development. 


Health premiums 


The Ontario Health Insurance 
Plan (OHIP) provides for pay- 
ment of most physicians and 
hospitalization costs and is 
available to all Ontario © 
residents. The majority of con- 
tributors obtain coverage in 
groups through their place of 
employment but individuals 
may also subscribe. The pre- 
mium rates at present are 
single $20 per month and 
family $40 per month. It must 
be noted however that a broad 
program of free coverage is in 
place for senior citizens, social 
assistance recipients, persons 
on veterans’ pensions and 
others requiring financial assist- 
tance. Premium assistance is 
also available to others witha 
low level of income. Premium 
rates were increased by $1 
and $2 per month single and 
family respectively during the 
year in order to maintain the 
approximate 30% relationship 
of premiums to total OHIP 
costs. 


Other revenue and interest 


The three principal elements 
of this category are fees and 

licences, profits from crown 

agencies, and interest on loans 
and investments. 


Fees and licences totalled 
$574 million in the year, consist- 
ing substantially of vehicle 
registration fees of $310 mil- 
lion and gallonage fees on 
beer of $117 million. 


Liquor and wine mark-ups 
were raised during the year 
and the Liquor Control Board 
of Ontario profit transfers 
responded with a 12% increase 
over the previous year to $400 
million. The Ontario Lottery 
Corporation contributed $62 
million in profits from the 
Wintario and Lottario games. 


Interest receipts are primar- 
ily the return on short term 
investments and advances to 
crown corporations. These 
corporations paid $292 million 
for the interest on their 
advances in the current year. 
Not included, is an amount 
of $316 million received from 
Ontario Hydro and paid to 
debenture holders for flow - 
through borrowings made on 
behalf of the corporation. 
The return of $142 million on 
the short term investments 
portfolio maintained by the 
Province showed a marked 
increase of $80 million as 
both the rates and the level of 
liquid reserves were higher 
than anticipated. 


Budgetary expenditure 


The Government of Ontario 
administers its responsibilities 
through four main policy fields 
(social, resources, justice and 
general) which encompasses 
more than thirty ministries. 
The chart on page 7 and the 
following discussion is a review 
along these organizational lines 
of the main areas of financial 
activity. On page 9a review is 
made of budgetary expendi- 
ture by major type of 
payment. 


Social development 
policy field 
HEALTH 


The Ontario Health Insur- 
ance Plan (OHIP) is a com- 
prehensive medical care scheme 
which is available to all resi- 
dents and is the primary means 
by which the Province deliv- 
ers health care services to its 
residents. As mentioned in 
the review of budgetary reve- 
nue, premium assistance or 
free coverage is available to 
some 2 million lower income 
individuals at an estimated 
cost of $340 million. 

The two most costly items 
in OHIP expenditure are the 
payments made for care pro- 
vided by physicians and the 
financial support payments 
to hospitals. Payments for 
physician care grew by 10% 
to $1,122 million which is 
substantially explained by rate 
schedule adjustments. It is 
estimated that OHIP sub- 
scribers received 120 million 
services or an average of about 
14 per person. 


Ontario’s 221 public hospi- 
tals are generally administered 
by independent boards which 
draw members from the local 
community or on occasion 
from religious bodies. The 
Ministry of Health sets stan- 
dards and provides virtually 
all of the operating financial 
support. Payments to hospi- 
tals increased by 5% to $2,161 
million which included a $48 
million in-year adjustment to 
recognize the severe pressure 
of inflation. 


Other services included in 
OHIP are homecare, extended 
care health insurance (nursing 
home fees) and ambulance 
services. Such services 
amounted to $306 million for 
a grand total OHIP cost in the 
year of $3,589 million. 


OHIP represents about 85% 
of the Health Ministry expendi- 
ture. The other major func- 
tions of the Ministry include 
the operation of psychiatric 
hospitals and the support of 
homes for special care, the 
support of health research, 
hospital capital construction, 
contributions to local health 
agencies, and the Ontario Drug 
Benefit Plan,which provides 
prescription drugs to 
pensioners free of charge. 


EDUCATION 


Ontario has carried out its 
responsibility for education 
by delegating responsibility 
to the local government level 
for the kindergarten to grade 
13 sector, and by creating 
and/or supporting independ- 
ent universities and colleges 
at the post-secondary level. 
As a result the Provincial 
expenditure on education is 


almost wholly (97%) in the 
form of transfer payments. 


Local school boards receive 
a substantial portion of their 
operating costs from the 
Province — on average 56% for 
the primary grades and 46% 
for secondary. The balance of 
their requirements is met by 
local property tax levies. The 
Province’s support amounted 
to $2,121 million in the year 
including $82 million accel- 
erated into March 1980 to 
relieve the unusually high costs 
of short term financing by the 
school boards. The growth in 
school board grants for the 
year even with the extra pre- 
payment was only 8%. 


In addition to the expendi- 
ture restraint efforts of the 
Province which has impacted 
on this sector as on all others, 
the phenomenon of declining 
student enrolments at the 
primary level has also had an 
impact on the Province’s 
required support. This factor 
is expected to grow in impor- 
tance as it moves through the 
grade levels and reaches the 
secondary level. 


The Province gives other 
significant financial support 
to the primary and secondary 
education system in the form 
of direct payments of the 
employer's matching pension 
contributions and unfunded 
liability payments to the 
Teachers’ Superannuation 
Fund. This amounted to 
$274 million. 


At the post-secondary level 
of education the Province has 
supported universities and col- 
leges of applied arts and tech- 
nology with about 80% and 
83% of their respective oper- 
ating costs. In the year past 
this amounted to $782 million. 


COMMUNITY AND 

SOCIAL SERVICES 

Ministry programs are divided 
between services to children 
and services to adults. 


The Children’s Services divi- 
sion includes mental health 
services, observation and 
detention homes, juvenile 
correctional services, child 
welfare through support of 
children’s aid societies and 
day nurseries. Spending in 
the year was $335 million — the 
largest single item being grants 
to children’s aid societies at 
$111 million. 


The Adult's division offers 
services which include income 
maintenance, rehabilitation ser- 
vices for the handicapped, 
financial support to senior 
citizen’s homes, mental 
retardation facilities and 
community programs. 


Income maintenance pay- 
ments in the form of direct 
monthly allowances to 
individuals who are without 
an income on a long term 
basis is the single most expen- 
sive program at $405 million. 
A companion program is a 
transfer payment of $193 
million to municipalities for 
welfare payments to persons 
having financial need in the 
short term. 


However total income sup- 
port by the Province to its 
lower income citizens goes 
beyond these direct payments. 
The Ministry of Health spent 
$107 million on prescription 
drugs under the Ontario Drug 
Benefit Plan while Guaran- 
teed Annual Income Supple- 
ments of $90 million and 
subsidization of housing of 
$104 million make significant 


Budgetary expenditures by policy field 


es Social development (64.0%) 


Others (36.0%) 


- 

. 

o 

= 

S 

J 

o 

> 

iS 

50 
c 
= 
@ 
a 
o 
e) 


contributions. Tax credits, 
geared to income, of $458 
million were refunded to indi- 
viduals under the Ontario Tax 
Credit System and $340 
million was granted to OHIP 
Premium Relief. The total direct 
Provincial support therefore, 
to its low income citizens 
amounted to some $1,700 
million. 


Resources development 
policy field 
Less than half of the budget- 


ary expenditure of the resource 
policy ministries is in grants, 


10.0% 


which contrasts with the more 
than 90% factor in the social 
policy field. Rather, a large 
proportion of the expenditure 
is incurred in direct operation 
and delivery of services. 


The Ministry of Transporta- 
tion and Communications 
dominates the financial scene 
in this policy field. Provincial 
highway construction and 
improvement drew an expendi- 
ture of $286 million including 


$54 million in Northern Ontario, 
while maintenance of the high- 
way system accounted for 
$145 million. Municipalities 
were assisted with their road 
construction and maintenance 
programs with $389 million in 
subsidy payments. The twin 
stimuli of urban crowding and 
energy conservation have 
heightened the involvement 
of the Ministry in alternatives 
to the automobile as a mode 
of transportation. The GO 
commuter train operation was 
subsidized by $74 million in 
grants and municipal transit 
systems received more than 
$124 million in support. 


The other ministries in this 
field spent a total of $893 
million, encompassing such 
programs as agricultural 
production assistance $106 
million; environmental control 
and utility operations at $102 
million; natural resource man- 
agement and production $170 
million; and subsidies for the 
operation of the Ontario Hous- 
ing Corporation $104 million. 


Justice policy field 

There are four operating 
ministries in this field. The 
Attorney General’s major 
expenditure of $84 million is 
the general administration of 
the courts while contributing 
$30 million to the Legal Aid 
Fund, which makes legal 
services available to those 

in need. 


The Solicitor General’s most 
significant expense is the direc- 


tion of the 4,000 member 
Ontario Provincial Police Force 
operated at a cost of $135 
million for the year. 


The primary function of 
the Ministry of Correctional 
Services, at a cost of $106 
million, is the institutional 
care, treatment and training 
of adult offenders who have 
been sentenced by the courts 
to detention periods of less 
than two years. The average 
population of prisoners dur- 
ing the year was about 6,000 
many of whom were able to 
participate in the highly 
successful community service 
programs. 


The Ministry of Consumer 
and Commercial Relations 
protects residents in a wide 
variety of ways such as 
regulation of financial affairs, 
property registration, inspec- 
tion of elevators and pressure 
vessels, and development of 
building codes. 


General government 


The general government group 
of ministries increased its pro- 
portion of total budgetary 
expenditure to 10% due toa 
number of individual events. 


One major factor was an 
increase in unconditional grants 
to municipalities to a total of 
$629 million, including the 
special prepayments of $143 
million. As has been mentioned 
in the case of similar acceler- 
ation to school boards, the 
action was taken to give some 
relief to local governments 
from the high cost of short 
term borrowing, which would 


otherwise be necessary while 
awaiting transfers from the 
Province. 


Another factor in this growth 
in expenditure was the initia- 
tion of an Employment 
Development Fund. Financial 
assistance is available on a 
selective basis to private 
sector projects which have 
attractive job creation and 
long term economic devel- 
opment components. In the 
year, $128 million was spent, 
which together with commit- 
ments made in the year, is 
estimated to have stimulated 
the creation of 10,000 jobs in 
the manufacturing and tour- 
ism sectors over the next 5 
years, and given long term 
job security to 20,000 persons 
in the pulp and paper indus- 
try. Furthermore the 
complementary private 
sector investment impact 
is estimated to be more than 
$2,000 million. 


Other major expenditures are 
the accommodation services 
provided by the Ministry 
of Government Services at a 
cost of $267 million, including 
$43 million capital con- 
struction and the guaranteed 
annual income system pay- 
ments made by the Ministry 
of Revenue to low income 
individuals totalling $90 
million. 


Major components of budgetary expenditure 


Transfer payments which are 
made to third parties amounted 
to 71.8% of budgetary 
expenditure. 


Both the health insurance 
plan and college and univer- 
sity grants have been previously 
discussed, but it is interesting 
to note the aggregation of a 
variety of transfer payment 
programs under the heading 
“local government”. 


Some of the large compon- 
ents such as school board 
grants, transportation, welfare 
and unconditional payments 
have been mentioned in the 
policy field discussion, but 
more than nine ministries had 
assistance programs to local 
governments. In the year just 
ended, conditional transfer 
payments amounted to $3,054 
million, unconditional grants 
to $678 million and payments 
to local agencies such as 


Salaries and benefits as a 
percentage of budgetary expenditure 


'75~-'76 '76-'77 


'77-'78 


children’s aid societies and 
homes for the aged were $310 
million. 


Because transfer payments 
are such a major part of 
budgetary expenditure, the 
Government, in order to mount 
an effective restraint program, 
was compelled to constrain 
all segments, including local 
governments which receive 
26.3% of Provincial spending. 
For 1979-80 the municipalities 
were allowed a 5.4% increase 
in transfer payments which 
matched the rate allowed to 
the government’s own minis- 
tries. In response to this call 
for restraint, the local gov- 
ernments have brought their 
annual spending increases to 
less than the inflation rate, 
and Ontario’s residents have 
benefitted in that both the 
Provincial and municipal 
governments have kept tax 
increases to modest rates. 


'79-'80 


'78-'79 


Major components of 
budgetary expenditure (%) 


Transfer payments 


Local governments 26.3 
Health insurance 
plan 23:4 
Post-secondary 
education 8.4 
Other Laue 
71.8 
Other 
Salaries, wages and 
employee benefits te 
Interest eles 
Other 7.8 
28.2 
Total budgetary 
expenditure 100.0 


The Ontario Government ts 
justifiably proud of its record 
in not only holding the line 
on employment but actually 
reducing the civil service by 
5% or over 4,000 positions in 
a period of five years. As the 
chart above demonstrates, this 
effort has paid dividends with 
a reduced claim on the over- 
all budgetary expenditure for 
salaries, wages and employee 
benefits. 
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Non-budgetary transactions 


Ontario’s profile of non- 
budgetary transactions has 
changed significantly in the 
last five years. Whereas they 
formerly increased, they now 
serve to reduce the annual 
net cash requirements. 


Lending and investment 


As the Province has cut back 
from former high levels of 
lending activity, the continued 
repayment of amounts prev- 
iously loaned has turned 
Ontario’s lending activity 
amount to a net repayment 
position. 


In 1977, the Province 
announced the phasing out of 
certain lending programs, since 
previously identified needs 
had been met or were no 
longer a priority. 

Loans for post-secondary 
education facilities had already 
been reduced from the high 
levels of the late sixties, when 
growth was so rapid. These 
loans were replaced by the 
adoption of a front-end capi- 
tal grant program. Ina similar 
fashion, loans to public hos- 
pitals have been replaced by 
grants, and steps have been 
taken to add school board 
loans to the list as of 1980-81. 


In the field of housing, the 
Province has dropped out of 
direct mortgage financing, so 
that no new loans were given 
to the Ontario Mortgage 
Corporation in comparison to 


a level of $180 million only 
three years earlier. The Ontario 
Housing Corporation has also 
slowed its investment in new 
rental housing. 


The largest remaining invest- 
ment of $139 million was 
made in water treatment and 
waste control facilities, but 
this lending activity is also 
slated to decline as the Prov- 
ince moves towards having 
municipalities develop their 
own facilities with capital grant 
assistance from the Province. 


In addition to the normal 
repayment of loans, there have 
been extraordinary repayments 
in each of the last two years. 
In addition to vacating the 
mortgage financing field, the 
Province instructed Ontario 
Mortgage Corporation to begin 
divesting itself of parts of its 
mortgage portfolio. An amount 
of $109 million was returned 
to the Province last year as a 
result of these mortgage sales, 
however very few sales were 
made this year as higher inter- 
est rates made this approach 
unattractive. The Ontario Energy 
Corporation repaid $106 mil- 
lion in loans and investments 
to the Province after a profit- 
able sale of Ontario’s 5% inter- 
est in Syncrude — a tar sands 
project in Northern Alberta. 


Trust administration 


The financial activity in this 
classification is dominated by 
two pension funds and the 
Province of Ontario Savings 
Office deposits from the 
public. 


The Public Service Super- 
annuation Fund is the basic 
pension plan for some 79,000 
public servants. Employee and 
employer matching contribu- 
tions, interest at prevailing 
market rates and special 
amounts to amortize reported 
actuarial deficits, are recorded 
in this account.Pension bene- 
fits and refunds of contri- 
butions are recorded as pay- 
ments from the account. Higher 
interest rates and unfunded 
liability payments have caused 
the net cash inflow to the 
account to grow more rapidly 
over the last two years, increasing 
by $249 million this year. 


The Superannuation Adjust- 
ment Fund is designed to 
provide a pension supplement 
to offset the effects of infla- 
tion on the pensions of retired 
employees, mainly public ser- 
vants who contribute to the 
Public Service Superannuation 
Fund, and to retired teachers 
who contribute to the Teach- 
ers’ Superannuation Fund. The 
net inflow of employee/ 
employer contributions and 
interest over payments made 
amounted to $96 million. 


The Province of Ontario 
Savings Office accepts depos- 
its from the public at competi- 
tive interest rates. These mon- 
ies are deposited with the 
Province on a demand basis. 
A net inflow of $154 million 
was recorded during the year, 
a dramatic increase from pre- 
vious levels. At year end, the 
total deposits held for the 
Savings Office stood at $560 
million. 


Funded debt 


The funded debt of the 
Province is defined to include 
those obligations that have a 
specified term to maturity, 
are secured by a debt instru- 
ment and embraces bonds, 
debentures, notes and trea- 
sury bills. Virtually all of the 
total funded debt of $18,978 
million outstanding at March 
31, 1980 was in the form of 
long-term debentures. 


The majority of the funded 
debt issued by the Province is 
held by public sector pension 
plans. The Canada Pension 
Plan Investment Fund holds 
$8,757 million, which repre- 
sents offerings to the 
Province of the net contribu- 
tions to the Plan received from 


Ontario residents. The rate of 


interest to the Province is 
based on the Government of 
Canada’s borrowing rate, which 
allowed the Province to have 
access to debt financing at an 
average rate of 10.6% in 1979-80, 
somewhat lower than public 
capital market rates for the 
Province. 


The Teachers’ Superannuation 
Commission invests all of its 
surplus funds in Provincial 
debentures usually for a 25 
year term at current market 
interest rates. At March 31, 
1980 their investment had 
accumulated to $3,523 
million. The remaining non- 

_ public sources of funded debt 
outstanding are the Ontario 

~ Municipal Employees Retire- 
ment System, the Canada 

- Mortgage and Housing 


Major components of funded debt 


ea Non-public borrowing (73.2%) 


Public borrowing (26.8%) 


Corporation, and the 
Government of Canada 

for various small lending 
programs designed to assist 
employment or development. 


In the last four years, the 
public markets have been used 
only to raise funded debt for 
loans to Ontario Hydro and 
for the temporary Provincial 


91 day Treasury Bill program. 
When Ontario borrows on 
behalf of Ontario Hydro, it 
flows the proceeds to Ontario 
Hydro, taking back a bond 
with the same terms and con- 
ditions as the debentures issued 
by the Province. At March 31, 
1980, the outstanding funded 
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debt borrowed in the United 
States for Ontario Hydro was 
$3,782 million. By contrast, 
publicly held funded debt 
outstanding borrowed for Pro- 
vincial purposes, was only 
$1,307 million. 


Non-public borrowing and 
net cash requirements 


Ontario’s non-public sources 
of finance have been the 
mainstay in the Province’s 
financing throughout the 1970's. 
However, in the last two years 
this source of finance has 
surpassed the Province’s own 
net cash requirements. 


The Government of Ontario 
has reacted to this situation 


in a number of ways. Firstly, 
borrowing from the Ontario 
Municipal Employees Retire- 
ment System has been phased 
out. This pension plan is now 
investing its excess funds in 
the full range of private and 
public sector investments. 
Secondly, in the year just 
ended, surplus funds were 
used to retire the $325 million 
Treasury Bill program and 
restore liquid reserves com- 
mensurate with the Province’s 
overall financial operations. 
Finally, in the April 1980 Budget 
Statement the Treasurer 
announced that in 1980-81 a 
$500 million portion of the 
Canada Pension Plan flows 
would be loaned to Ontario 


Selected funded debt statistics as at March 31, 1980 


Publicly held 
Provincial purposes 
Ontario Hydro purposes 
Total publicly held debt 
Non-public 
Canada Pension Plan 
Other 
Total non-public debt 
Total funded debt 


*Includes transactions costs 


Asa Average 
percentage term to 

of total maturity 
(%) (years) 

6.9 9.0 

19.9 23.4 
26.8 AAS 
46.2 14.2 
27.0 18.2 
Pie here's 
100.0 16.8 


Hydro. This action will favour 
the corporation with long term 
financing at competitive rates 
and at the same time leave 
more room for the Canadian 
private sector in the financial 
capital markets. 


Funded debt characteristics 


Some selected statistics of 
the Province’s funded debt at 
March 31, 1980 are shown in 
the table below. 


The overall average term to 
maturity of the debt outstand- 
ing is 16.8 years, a marginal 
decrease from the average 
term at March 31, 1979. Inthe 
next five years 4.2% of the 
funded debt will mature and 
a further 12.2% in the next 
following five years. 


Average annual 


rate of 
Average growth 
cost* March 31, 1976- 


March 31, 1980 
(%) 


to Province 


(%) 


113 —7.1 
8.8 15.0 
8.4 6.6 
8.4 Qe, 
8.8 17.6 
8.5 Eas2 
8.5 1255 


While the absolute level of 
funded debt has increased, it 
has not risen markedly when 
compared to the increase in 
Gross Provincial Product over 
the last five years. (See Selected 
Financial and Economic 
Statistics page). The Ontario 
economy has therefore main- 
tained its relative ability to 
support the Province’s debt. 


Central financing policy 


Ontario has followed a policy 
of centrally financing the needs 
of the many public sector 
agencies which are under Pro- 
vincial jurisdiction. As a result, 
the Province’s own direct and 
contingent liabilities account 
for 84.3% of the total public 
sector debt burden on the 
Ontario economy. 


The centralized financing 
policy combined with signifi- 
cant transfer payment pro- 
grams has substantially reduced 
the use of the financial capi- 
tal markets by municipalities, 
universities, colleges, hospi- 
tals, school boards and the 
Province’s quasi-commercial 
agencies. 


In recent years only Ontario 
Hydro and a few large munic- 
ipalities have issued funded 
debt to the public. Ontario 
Hydro when borrowing publicly 
does so with the Province’s 
guarantee which accounts 
for over 98% of the reported 
contingent liabilities. Local 
governments on the other hand, 


Funded debt of the Ontario public sector ($ millions) 


Province of Ontario 
Direct 
Guaranteed* 
Provincial boards, 
commissions and 
corporations** 
Local governments 
Universities and colleges 
Hospitals and associated 
operations 


*Excludes bank loans 


Estimated at March 31, 1980 


borrow on their own credit 
but are restricted in their 
borrowing activities by debt 
ceilings imposed by the Ontario 
Municipal Board. 


The Province therefore, by 
using its broader revenue base 
to borrow on behalf of its 
agencies, by strictly control- 
ling the use of its guarantee, 
and by the surveillance of the 
Ontario Municipal Board is in 
strategic control of the debt 
raising activities in the Ontario 
public sector. 


March 31, 1979 


Gross Intra-sector Consolidated Consolidated 
debt borrowing debt % debt 
18,978 18,978 60.4 17,606 
aris V9 icy 4 23.9 6,644 
L375 te OU 5.0 1,582 
4,983 e756 S722) 10.2 3,194 
1,314 220 94 3 94 
210 219 54 0.2 61 
34,635 3,197 31,438 100.0 29,181 


**$1,262 million has been issued to a Government of Canada agency 


c 


Selected financial and economic statistics 


($ millions) 


March 31 1976 1977 1978 1979 1980 
Consolidated revenue fund inflows 

Budgetaryt névenuie: siete Rye Os Otek hee cae en ih ane Bn ee 9,010 10,514 11,099 127322 14,214 

Non-budgetary receipts and credits............... 510 634 683 911 1,032 
Consolidated revenue fund outflows 

Budgetary. expenditurers haya ly oie 2 Gere A SE tens 10,490 11,743 12,920 13,913 15,346 

Non-budgetary disbursements and charges.......... 829 724 624 500 484 
Net cash requirements, |. 01) 9) ) Gio Pe eee Oh ek ee 1,799 1,319 1,762 1,180 584 
Provincial debt transactions (net).................... 1,974 1,092 1,506 1,652 1,133 
Ontario Hydro debt transactions (net)................. 530 269 392 667 214 
Liabilities 

Debentures, notes and treasury bills 

Provincial. purposese Pe LU. oy era rc et MO) Cel ers go 9,818 10,894 12,365 14,038 15,196 
On behalfiot Ontarig HYdro! avers ky eet eaeiee a 2,240 2,510 2,901 3,568 3,782 

Other io wy ee ASE ee ee eae hae Pee ees Ceee ne 1,486 783 a9 i 2,463 2,946 

Total fiabitithés a2 DEL gT eRe Bee ee ee Creo R ie yam 13,544 15,187 17,381 20,069 21,924 
Contingent liabilities 

Funded debt (debentures, bonds and notes)......... 5,030 5,708 6,124 6,644 Fined F- 

Total contingent: liabilities, L9e 4. (hes Sei rss eee eee 5 TAZ 5,806 6.24 6,734 7,593 
Ontario public sector funded debt’................... 21 jpt9F 23,544 26,214 29,181 31,438 
Gross provincial product 
at marke€ prices”. ui kie be hee ORe Bae ae eo 65,723 74,133 82,052 89,736 101,250 
Gross provincial product 
in constant'(1971), prices?) be eo Eee ee tipo ee oe oi 44,923 46,189 47,788 49,117 50,399 
Personal income (Ontario)?......................... 53,902 60,969 67,220 73,770) 81,205 
Personal income (Ontario) per capita 
(June lipopulation): Cin dollats) 22 a hol eee eee 6,596 7,347 8,045 8,736 9,550 
Net cash requirements/GPP (%)...................... Qe 1.8 271 1 0.6 
Funded debt — provincial purposes/GPP (%)............ 14.9 14.7 S01 15.6 15.0 


Ontario public sector funded debt/GPP (%)............ VA: ae 31.9 a2 31.0 


'Ontario public sector funded debt is the funded debt of the Province and all provincial agencies, boards and commissions including local 
governments net of intra-sector borrowing. 


2Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing ina fiscal year column are for the 
preceding calendar year. 
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Summary of significant accounting policies 


The accounting entity 


In the operation of its financial 
affairs the Province employs the 
concept of a Consolidated 
Revenue Fund, unique to the 
parliamentary system of govern- 
ment. The financial transactions 
of government ministries are 
recorded and displayed as Con- 
solidated Revenue Fund cash 
inflows and outflows. With respect 
to the financial operations of 
provincial crown corporations, 
agencies, boards and commis- 
sions, the financial statements 
of the Consolidated Revenue 
Fund reflect only the extent to 
which their operations have been 
financed from or have contrib- 
uted to the Fund for the year. 


The accounting basis 


The Province uses the cash basis 
of accounting for its financial 
transactions, modified to allow 
an additional thirty days to pay 
for goods and services pertain- 
ing to the fiscal year just ended. 
In this regard, payments to 
employees for the pay period 
which overlaps the fiscal year 
end date are apportioned be- 
tween the two years. Cash inflows, 
on the other hand, are closed at 
March 31 for cash received or in 
transit. The cash basis of account- 
ing, modified as described, is 
used to disclose to the public 
the stewardship of the Govern- 
ment in regard to monies en- 
trusted by appropriation, and 
raised through taxes and bor- 
rowing. Revenues and expendi- 
tures being unrelated in nature 
are matched only by timing of 
cash flow. 


Classification of transactions 


The transactions of the Province 
are presented in summary form 
according to the four distinct 
areas of government activity 
through the Consoldiated Revenue 
Fund. 


“Budgetary Transactions” are 
operational activities which 
include the revenues raised 
through taxation, premiums, fees, 
licences and permits, payments 
from the federal government 
under shared-cost programs and 
income from investments. Expen- 
ditures on government programs 
include payments for goods and 
services, interest on the public 
debt, salaries, transfer payments 
to individuals, municipalities and 
institutions under various social 
programs, subsidies and grants, 
and the acquisition or creation 
of fixed assets. 


“Non-Budgetary Transactions” 
are the lending, investment and 
trust administration functions 
which include, as distinct from 
expenditure, the government lend- 
ing and investment activity in 
various Crown corporations, agen- 
cies and municipalities. All of 
these loans and advances are 
repayable or represent equity 
holdings supported by the assets 
of the corporations. Also included 
in this category is the activity 
within deposit, trust and certain 
special purpose accounts. ’’Dis- 
bursements” is the term used to 
describe the lending and invest- 
ment transactions of the gov- 
ernment. “Receipts” consist of 
the repayment of loans or recov- 
ery of investments. “Credits” is 
the term used to describe pay- 
ments into deposit, trust and 
special purpose accounts. Pay- 
ments made from these same 
accounts are termed “Charges”. 


“Debt Transactions” are the 
borrowing and repayment trans- 
actions which include obliga- 
tions issued to both non-public 
and public sources of funds. 


“Ontario Hydro Transactions” 
relate to amounts borrowed by 
the Province on behalf of Ontario 
Hydro. The Province issues deben- 
tures and advances the proceeds 
to Ontario Hydro in exchange 
for bonds with the same terms 
and conditions. Since these trans- 
actions and the ensuing retire- 
ment and debt servicing costs 
are the result of a financing 


alternative and are not a part of 
the Province’s own budget plan, 
they are classified separately. 


Assets and liabilities 


The assets and liabilities re- 
ported in the financial statements 
are financial claims which have 
been created by cash transac- 
tions. The assets are claims by 
the Consolidated Revenue Fund 
on other parties. The liabilities 
are claims by other parties on 
the Consolidated Revenue Fund. 


Since expenditures on fixed 
assets do not represent financial 
claims on other parties and are 
not considered to differ from 
any other service to the public 
they are not reported as assets 
but are expensed as budgetary 
items in the year of acquisition. 


Debentures, notes and treas- 
ury bills are recorded as liabili- 
ties at the face value of the debt 
instrument, and discount, pre- 
mium and commission expenses 
are treated as current year bud- 
getary transactions. The general 
resources of the Province are used 
for the continued orderly retire- 
ment of debt and no sinking 
funds are maintained for this 
purpose. 


The contingent liabilities of 
the Province consist of guaran- 
tees by the Treasurer of Ontario 
of debt instruments issued by 
provincial agencies, boards and 
commissions and bank loans 
under certain government pro- 
grams. Other significant legal 
commitments and liabilities are 
disclosed in notes to the finan- 
cial statements. 


The net debt of the Province is 
the excess of liabilities over 
recorded assets. It is also the 
accumulation of all budgetary 
deficits and surpluses since Con- 
federation. The year-to-year 
change in net debt is the amount 
by which revenues exceed or 
are less than budgetary 
expenditures. 


Statement of consolidated revenue fund 


for the year ended March 31, 1980 ($ millions) 


Opening balance 
Cash, temporary investments and 
marketable securities 


Budgetary transactions 


REVGmUPoEES fre LOA or ceunblom hE Ub heirs 
EXDGNAULING bled ein dee Pabe eee he) Ga) 


BuCeetaryraeriGits oownl. male eh pia ates. Y 


Non-budgetary transactions 
Loans, advances and investments 


RAC OTDUS em iser newer Retr nh ik oie Yt 
EMS ORINSGIREIIES eal Otek cba ee tects 


Net decrease in loans, advances 


BOCA OSTIMICIIS SEU Licuwe en sm elae lL pelli) 


Trust administration functions 


COROCILG HU RMR REP Aa ME MULE IN UE He Ate aa 
CATAGSOSIUEE Ren ioh Rit Kita oa eRe s yt a) 


Net increase in trust administration 


HOHONSHET Eee Cite aoe tot ueeiek We BAL 


Non-budgetary transactions (net). ...... 


Net Casi TPGUITCIMENES (03) f) eh tb bine cei ie ey edad 


Debt transactions 


PEGCCCTIS-OMOATIS A Chk s ee yee bith bite bates 
REMPEMENtS OF HOANS EA Bak eo susie bate uk: 


Debttransactions;(nety. oe ieee 


Ontario Hydro transactions 


REOCeCUS Ol TAC DENLUMEGS,) 405. b euiln ee dae 
Retirements of debentures; 2 2.0.0 oe. . 


Related advances, interest and recoveries... . 
Ontario Hydro transactions (net)...... 


Closing balance 
Cash, temporary investments and 


ear RetAIHe SEC UTITIOSE GL). dacye that hha 


pe eee eel Ue, f efMa yer. Ceyiye me’ elie | tel ol tel 


Budget Actual 
1980 1979 

548 
13,446 P) 12,322 
15,105 : 13,913 

(1,659) = (1,591) 
444 420 
329 378 
115 42 
515 491 
124 122 
391 369 

506 411 

(1,153) (1,180) 
1,580 1,763 
285 111 

1,295 1,652 
750 
83 
667 
(667) 

1,020 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


eA 


Statement of budgetary revenue 
for the year ended March 31, 1980 ($ millions) 


Taxation 


Other revenue 


Persdrial INCOME Tax. cao thE ORO ORE Gee ete 6 ewer 
Reétailisales!tax (noteplOpeiis Wee. Sa Cae eee 
Corporations tax: foi pto PEEVE thelial eh eee ee 
Gasolivie tie Luh pacha t ab ete ae Site eens Ores 
TObReaG HEX SEM bees) CRIES Aes pe pee Ele 
Moter vehicle fuelitax:tclLai se bh leer we bees haan Beeate 
Mining protitsitaxe Chiko eile hla cate ies eae 
[ame traristeriiaxe ne Peo vo ee ek Rene anene eae nae 
SUECESSIOI-OUEES burt ora oe ae oe ee ee eames 
RaCOEaACKS AX ta ohe PRU cia REE Re eee Rees 
Federal government income tax revenue guarantees. . 


Premiums — Ontario Health Insurance Plan........ 


Profits from crown corporations and boards 


Liquor Control Board of Ontario... ........--. 
Ontario Lottery: Corporatioit: wk. hee eben siitag 
Ontario Energy Corporation (note 3)........... 
Vehicleregistration fees: ii. eee et eee eee oe 
Liquor Licence Board — fees. ..... 60.0.0 --5). 45 
Other tees and licences. sisi sn hhd os eae hay ss 
Fines and ipemalties) | ).i04 10 A aere hk oak 7) Petia 
Rowalties Aly en ed Oh ba ooo eid ee eee 
Utility service iehargests Obani Pens heey tare 


Government of Canada 


Interest on loans, advances and investments 


Total budgetary revenue 


Established Programs Financing 


Cash Gontributrons 2425.8... fee we chats wees ee 


ae © 6.0 6, ee Cl RT 0) 6) 6 8 28 HW 6 KO lee 6 we Tete) ee O07 8) Scene. 


13,446 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of budgetary expenditure 
for the year ended March 31, 1980 ($ millions) 


Social development policy field 
TO aT, be Bi BURR BAIS US SS iy TO a ae Bae eR et 
ECesORe NOt U2 te soko kid ee Ad hae 
Colleses And dniversities.<..\.ciae iy whic wd eo ec 
Community’and Social Services, i oN ke ee. 
Cuiture’and:Recleation: 34 hee ec jek Lae. 


Resources development policy field 
Transportation and Communications............. 
UU AIINCSOUNG OS 00 eos 94rd ai JEM hy 
OCMC ETA eM am Un camame eu NG Sa as leit 2) 3) OY 
PNETIGUILLTE) ANG FOOC Jas chs Keine Bebe ap bude 2b 
EPROM Ae Ren rn ree we CA ue eS. wd RET NL 


Justice policy field 
PONCHor Generaln tei lage, as Gee Ie ok eh 
ANE OY VOR LOT bel ERAS Sie ot DE Wr ee) ge a el a 
OO PEC ONAL DEIWICeS on fre aegis Cet hte ut 
Consumerand Comimerctal. Relations.) 36 ia. 94.0). 


General government 
Intergovernmental Affairs (note 12).............. 


GVEMIAMICNE OCI NIGES 35 ou oko) vote eke kv ane 
OSS OUTER ope MARAT 7 20a TS A ae 
Wi easUEy ANGYECONOMNCS eau on PeLPAe at ead a ale els 
DOUEDERE A LALES rate ae, Ci fawn kam td oe nae 


VEL GPET ES, WO a Le EUS CTE fe See eR Beak ACA Ne ke Ee 


RHIC ODE — INTEFESE2 oo eke kore osteo deer sg eta #2 ales aes 
Gontngency fund (note 11)... 6 le se keg yee ee ye a 


Total budgetary expenditure.............................005. 


1,388 
88 


15,105 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of non-budgetary transactions 
for the year ended March 31, 1980 ($ millions) 


Loans, advances and investments 
RECEIPTS 

Corporations, boards and commissions 
Ontario Energy: Corporation! otis {a5 Pe 
Ontario Mortgage Corporation.............. 
The Ontario Education Capital Aid Corporation 
The Ontario Universities Capital Aid Corporation 
Development Corporations................. 
Ontario Housing Corporation: sivas sie eee 
(Bids PR OME eS RP eR RONAN ble Ghaetah he y09 15 0 

Water treatment and waste control facilities....... 

Loans to municipalities je .2..ad lied tee eta ata le 

Nuclear power generating station— Pickering (note 2) 

Other loans and investments................. 


DISBURSEMENTS 
Corporations, boards and commissions 
The Ontario Education Capital Aid Corporation. . 
Development Corporations................. 
The Crop Insurance Commission of Ontario...... 
Ontario‘ Land: Corporations. uene cee eee 
Ontario: Housing Comorationwesn ches ldenee ae 
Ontario Mortgage Corporation.............. 
Meher o ClMee se ea Ore Nadu ee ene OR ee 


Loans te mianicipalitiess {CLR Cte eae 
Other loansiand investments. 0)... 3204). 288 


Net decrease in loans, advances and investments................ 


Trust administration functions 


CREDITS 
Pension: TuUAGS SI. 4 Raia cd con ahua ee Saree tore 
Deposit, trust and reserve accounts............ 
The Province of Ontario Savings Office 
Deposits net incréasec 427. 10/L) | Lata cao eae 


CHARGES 


Pension Tundses ul 3634 eo ee ee 
Deposit,trust and reserve accounts............ 


Net increase in trust administration functions................... 


Total non-budgetary transactions»). 034 Sac be ae eee 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Actual 
1979 


122 


Statement of debt transactions 
for the year ended March 31, 1980 ($ millions) 


Proceeds of loans 
NON-PUBLIC 


Canada Pension Plan Investment Fund......... 
Teachers’ Superannuation Fund............... 
Ontario Municipal Employees Retirement Fund... . 


Canada Mortgage and Housing Corporation — 


TASER ORLTOLAGATISS Rte he OEE betel db ecole he ictal 


PUBLIC 


As PasUn ou SMIICE eects le oer OS UE ile tony vik 
OTA TOCECCSTIONIOANS 2018 siecle aloe fall Sit wlelu! wilielitse a day be fal 


Retirements of loans 


NON-PUBLIC 
Canada Mortgage and Housing Corporation — 


MASTOID ONELOLIORIIS Out tank Lodupae uh a iucoa TRNe i yf 
Government of Canada, Municipal Development 
Vas Aste ral ped WM l al aM nacho ate eR ene 


Government of Canada, Federal-Provincial 


Employment Incentive Programs.............. 


PUBLIC 


FOR PEREEAU DUNDOSESIcs ion RENN colon tle eleour he idiietls 
shee COUT ge a VINES (Pee EAA as a GR AR a Nt ae 


apt al COCITEMONUSIONIOANS ule eile fee oe ok shld so LL etter es 


ebtaransactons (MCU. hells sea werd a cv lele smaie elles le wie 


Statement of Ontario Hydro transactions 


for the year ended March 31, 1980 ($ millions) 


Proceeds ot debentures:(public)..)ca sbeebs 
Retirements of debentures (public)................ 


Net increase in debentures for Ontario Hydro purposes 


Related advances, interest and recoveries 


LADS CR OITANIO AVEO. or ek Whi, ou tends hare eee a a 
INERFES PON TIC DEMIELINES s Met ioet PERS Wale coats Ee eo 


Recovery of interest and debenture retirements 


Related advances, interest and recoveries (net). ...... 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of assets and liabilities 
as at March 31, 1980 ($ millions) 


Assets 


Liabilities 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Cash, temporary investments and marketable 


securities (note. Taos) pelos ise 26 BEAR ELS eto ee eee eee 
Advances:to Ontario Hydro (note:2 jes co Bbetl age cen Sees wees 


Advances and investments — other corporations, boards 


and: commissions(noteG): hil Giese eked op h ee eee ee eer 


Investments in water treatment and waste control 


facilities (at, cost less recoveries) (note 4); 2... 00404 sf45 Leah eee 
Loansito municipahties:. 2aa er Vis ol hp eee ee ee donee ome cere ee 


Other loans and investments (note 5) 


Total recorded assets) fo Sse UE oO. ERPs eh epee eel een eee 


Net debt? § tut see Vere OOOO e hs be tee ee ae a rae i 


Deposits with The Province of Ontario Savings Office............ 
Pension tundsi (note G).)) stash titea pe eee Wy eee orate eee eee eae 
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Notes to the financial statements 


(all figures in millions of dollars) 


1. Cash, temporary investments and marketable securities 


Temporary investments, which include obligations of Canadian chartered banks and other short-term 
investments, are recorded at cost. Marketable securities, which include debentures and bonds issued 
by the Province and Ontario Hydro, are recorded at cost which was $57 million at March 31, 1980 (1979 
$51 million). The market value of these securities was $45 million at March 31, 1980 (1979 
$48 million). 


2. Advances to Ontario Hydro 


1980 1979 
CITC CMD VE DOTIISIET Ta ai ade) oe ytd, Sears PENG Ss BA ES ebay Fs $3,782 $3,568 
Nuclear power generating station—Pickering................... 5 
$3,782 3070 


The Province, in addition to guaranteeing Ontario Hydro debt obligations, has issued U.S. dollar 
debentures on behalf of Ontario Hydro. The proceeds have been advanced to Ontario Hydro in 
exchange for U.S. dollar bonds with the same terms and conditions as the debentures of the Province. 


The Province, by agreement with Ontario Hydro and Atomic Energy of Canada Limited, contributed 
$100 million to the capital cost of the Pickering nuclear power generating plant and under the terms of a 
thirty year agreement receives payments based on the net operational advantages of the plant. These 
payments have amounted to $120 million, of which $100 million has been applied to retire the advance 
and $20 million is included in other budgetary revenue. 


3. Advances and investments — other corporations, boards and commissions 


1980 1979 

The Ontario Education Capital Aid Corporation. .).. 2. ..[. ats ot. $1,274 $1,278 
The Ontario Universities Capital Aid Corporation............... 1,174 1,204 
Maou Oreate COIPOrauloOn. Pi aba oe ade eee lee alee k es ee bh 585 630 
eT OnOu eats ONDOPatlOMaed.. cn). Geis bo Mp aii a het Sidie © oat aes a es 506 492 
MT AG OMG HISRCOTDOr aloe. 1 2a ies eee aac ats hes baie hovie ges 204 205 
rR ea CVE aI PON IONS ahs ohh hai beat wh eee a g Sooty) bs eye Bile, sane 21D 198 
Sa nig Nelo COMsObd ON as tr ve Roe be ok Mate Pele sR. ees 16 121 
OT [ret vet ets be 8 ND 0 SNR AC ae: 0b (a ae Ga oe We 246 22 

$4,220 $4,340 


The Ontario Education Capital Aid Corporation has received advances from the Province to purchase 
bonds or debentures issued by school boards for capital expansion programs. The securities held by the 
Corporation are the obligations of the individual school boards. However, under current support 
arrangements for local school boards, approved debt charges are subject to Provincial grants averaging 
75%. Effective April 1, 1980 the loan program has been replaced by grants to school boards from the 
Ministry of Education. The Corporation will continue to administer the amortization of the outstanding 
loans. 


The Ontario Universities Capital Aid Corporation, under a program which was discontinued in 1978, 
received advances from the Province to purchase bonds or debentures issued by provincial universities, 
colleges, the Art Gallery of Ontario, the Royal Ontario Museum and municipalities on behalf of public 
libraries, for approved capital construction projects. The securities held by the Corporation are the 
obligations of the issuing institutions. However, these institutions received budgetary grants in 1980 of 
$115 million (1979 $116 million) from the Province to cover the full amount of principal and 
interest due to the Corporation. 


The Ontario Mortgage Corporation has used advances from the Province to provide primary and 
secondary mortgage financing for eligible persons. The Province paid subsidies amounting to $2.3 
million in 1980 ($2.5 million in 1979) to the Corporation for certain loans made at interest rates lower 
than cost. No new loan commitments were made in the current year and the Corporation sold $9.6 
million (1979 $109 million) of its mortgage portfolio. 
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The Ontario Land Corporation was established in 1974 to assemble land for new communities and 
industrial parks. In 1978 the Corporation’s objects were broadened to include land development. In this 
connection, certain assets of the Ontario Housing Corporation including land leases, mortgages, 
mortgage guarantees, agreements for sale and lands scheduled for residential, industrial and 
commercial development, were transferred along with related liabilities to the Ontario Land 
Corporation with effect from January 1, 1979. At March 31, 1979 the Corporation’s liability to the 
Province was increased by $147 million. The Province charges no interest on advances being used to 
finance land holdings. At March 31, 1980 these advances were $400 million (1979 $397 million). 


Ontario Housing Corporation plans, constructs and manages residential housing projects. Financing is 
provided by the Province and Canada Mortgage and Housing Corporation, and municipalities. The 
Province’s share of the subsidy for the calendar year 1979 was $102 million (1978 $91 million). As 
described above, certain assets and liabilities were transferred to the Ontario Land Corporation with 
effect from January 1, 1979. At March 31, 1979 the Corporation’s liability to the Province was reduced 
by $147 million. 


Ontario Development Corporation and the associated Eastern Ontario Development Corporation and 
Northern Ontario Development Corporation provide loans and arrange for provincial guarantees of 
bank loans to qualified enterprises. The Province has purchased an equity of $7 million and has 
advanced all funding for the lending programs of the Corporations. Through its budgetary expenditures, 
the Province also transfers to the Corporations an amount to defray the costs of all administrative 
expenses, loans made at low interest rates, certain loan forgiveness, honouring guarantees, and writing 
off loans and losses. In 1980 these transfers amounted to $24.4 million (1979 $20.8 million). 


Ontario Energy Corporation was established in 1975 with a $100 million equity investment by the 
Province to develop energy sources for Ontario through investment in energy exploration, 
development and production. The Corporation sold its equity interest in Syncrude Canada Ltd. in 1978. 
As a result, in the current year, the Province received a payment of $142 million of which $35 million 
was a dividend. The balance was used to reduce the advances and to repurchase some of the 
Corporation’s share capital from the Province. At March 31, 1980 the Province’s equity investment was 
$15 million. 


4. Investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems 
to serve municipalities. These investments are being recovered over the life of the agreement with the 
municipalities. Agreements covering $967 million of the investment are for provincially-owned 
projects which are subject to service rate billings. The proceeds from billings are used to amortize the 
investment over periods up to forty years, to pay for operating costs and to provide a return on the 
investment. Certain other agreements provide for the accumulation of the principal portion of annual 
amortization payments in a sinking fund. The accumulated balance in such funds (included in deposit, 
trust and reserve accounts) was $41 million at March 31, 1980 (1979 $37 million). 


5. Other loans and investments 


Included in other loans and investments are Ministry of Health capital construction loans to public 
hospitals amounting to $217 million (1979 $236 million). During the 1980 fiscal year, the Province made 
grants of $19.3 million (1979 $19.1 million) to assist public hospitals in meeting principal and interest 
payments. No new loans have been made since 1978 when the Ministry changed its public hospitals 
capital financial support program from loans to grants. 


6. Pension funds 


1980 1379 

Public Service Superannitation. Pundit 3220 aso gent aeel) wee ree $1,800 $1,551 
Legislative Assembly Retirement Allowances Account............ 16 16 
$1,816 $1,567 


The Province maintains accounts within the Consolidated Revenue Fund for all contributions and 
interest earnings less pension payments for both the Public Service Superannuation Fund and 
Legislative Assembly Retirement Allowances Account. The amounts recorded by the Province are 
essentially the sole assets of these pension plans. 


Based on the latest actuarial report as at December 31, 1976, the Public Service Superannuation Fund 

had unfunded liabilities as follows: 

1. An initial unfunded liability of $83 million, upon which an interest contribution of $6 million 
is required to be credited annually in accordance with The Pension Benefits Act. 

2. Residual unfunded liabilities of $422 million which are required to be amortized by annual 
payments of $49 million until January 1, 1990 and $32 million on January 1, 1991 and 1992. 

As at March 31, 1980, the Province had made all scheduled payments. 

An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 31, 1980 

revealed a surplus of $43 thousand. 

Through the budgetary expenditures of the Ministry of Education the Province makes annual 

contributions to the Teachers’ Superannuation Fund (which is administered by the Teachers’ 

Superannuation Commission) equal in amount to contributions by members. Further, the Province is 

committed to paying any deficiency in the fund. 

Based on the latest actuarial report as at December 31, 1978, the Teachers’ Superannuation Fund had 

unfunded liabilities as follows: 

1. An initial unfunded liability of $328 million upon which an interest contribution of $23 million is 
required to be credited annually in accordance with The Pension Benefits Act. 


2. Residual unfunded liabilities of $768 million which are required to be amortized by annual payments 
of $97 million until December 31, 1989 and $94 million on December 31, 1990. 


As at March 31, 1980 the Province had made all scheduled payments. 


7. Debentures and notes 


1980 19795 
Payable in 
Years of 
Maturity Canadian United States Deutsche 
March 31 Dollars Dollars Marks Total Total 
1980 $ $ $ $ SOOO 
1981 133 if 140 52 
1982 62 40 i 109 108 
1983 ez ite) 7 254 254 
1984 106 82 7 195 203 
1985 104 2 106 
1-5 years 52h, 247 30 804 Zs, 
6-10 years 2,205 99 10 2,314 1,973 
11-15 years SIG Wp 44 BRvow 3,423 
16-20 years 6,931 429 7,360 6,303 
21-25 years 1,439 866 2,305 2,448 
26-30 years 161 2,116 ZOTh 2, 00D 
31-35 years 51 51 /. 
36-40 years 36 36 25 
$15,137 $3,801 $40 $18,978 $17,281 


The U.S. dollar debenture liability is recorded at par with the Canadian dollar and with the exception of 
$18.4 million, has been incurred on behalf of Ontario Hydro. As explained in note 2, the Province holds 
U.S. dollar bonds of Ontario Hydro having the same terms and conditions as the debentures of the 
Province. 


The Province has borrowings of 139 million Deutsche Marks recorded at $40 million, the Canadian 
dollar equivalent at the time of issue. At March 31, 1980 the Canadian dollar equivalent was $85 million. 
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8. Contingent liabilities 
The Province is guarantor of certain debt obligations as follows: 


1980 1979 
Debentures, bonds and notes 
Ontatio Hydto2ke ss gicccti een eS CORE SLE Oe eee AE ee ees $7,502 $6,634 
Other Proviricial crownrasencies 25285 Cl eee eee takes oe ete 10 10 
Fite 4 p's 6,644 
Bank loans guaranteed 
Provincial crown agencies. 1) .224 sist Sebi o hake o eerae ee Bee 8 9 
Corporations and individuals through various 
ZOVEMMENRT DIOBlaMs oe 4 o:5 Als ok beaker ee UR ee he etn ee te Ge 73 81 
81 90 
$7 1593 $6,734 


9. Long-term leases 


The Province has long-term lease commitments for accommodation amounting to $153 million to 1985 
and an additional $129 million for years beyond 1985. The lease payments made in 1980 amounted to 
$45 million. 


10. Economic stimulation 


On April 10, 1978, the government announced a reduction in retail sales tax rates of three percentage 
points for a period of six months to stimulate consumption. The Government of Canada agreed to share 
two thirds of the cost of the tax reduction. 


11. Budget figures 


The comparative budget figures in the financial statements were taken from the 1979 Ontario Budget 
which was presented by the Treasurer of Ontario to the Legislative Assembly on April 10, 1979. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure is a provision for the 
cost of salary and employee benefit revisions likely to be approved in the fiscal year. These revisions, 
when paid however, are charged to the affected appropriations of each ministry. 


12. Accelerated local government grants 


In March 1980, the government tabled Supplementary Estimates to permit earlier payment of grants to 
school boards and municipal governments. The budgetary expenditures for the Ministry of Education 
and the Ministry of Intergovernmental Affairs were increased by $82 million and $143 million 
respectively for payments which otherwise would have been made in the 1980-81 fiscal year. 


13. Change in accounting treatment and comparative figures 


In the current year, the Province discontinued its practice of holding Government of Canada revenue 
accounts open for a period of three weeks after the March 31 fiscal year end. Government of Canada 
revenues are now closed on a basis consistent with all other revenues which is cash received or in transit 
at March 31. Asa result of this change, budgetary revenue is $50 million lower and the budgetary deficit 
and net cash requirements are $50 million higher than if the former practice was continued. 


In addition, transactions relating to amounts borrowed by the Province on behalf of Ontario Hydro 
have been reclassified as Ontario Hydro transactions. As a result of this reclassification, both budgetary 
revenue and expenditure have decreased by $316 million, while non-budgetary and debt transactions 
have decreased by $214 million. 


With the exception of the change to Government of Canada revenue, the 1979 comparative 
figures have been reclassified where necessary to conform with the 1980 financial statement 
presentation. 
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Treasurer’s statement 


Hon. Frank S. Miller, 
Treasurer of Ontario 


Copies available free from the Ontario 
Government Bookstore, 880 Bay St., 
Toronto for personal shopping. 
Out-of-town customers write to 
Publications Services Section, 5th 
Floor, 880 Bay St., Toronto, Ontario, 
M7A 1N8. Telephone 965-6015. Toll 
free long distance 1-800-268-7540, in 
Northwestern Ontario 0-Zenith 67200. 


Pour obtenir des copies gratuites de 
ce rapport, il suffit d’en faire la 
demande en personne a la Librairie 
du Gouvernement de |’Ontario, 880, 
rue Bay, Toronto, ou d’écrire a 
l’'adresse suivante: Centre des 
publications, 5€ étage, 880, rue Bay, 
Toronto, Ontario, M7A 1N8. 
Téléphone: (416) 965-6015. 
Interurbains sans frais: 1-800-268-7540; 
dans le nord-ouest de |’Ontario: 
0-Zenith 67200. 


| am pleased to present the 
1981 Financial Report of the 
Province of Ontario. 


It was a difficult year for the 
economy and measures were 
announced in mid year to assist 
some sectors. In spite of this, 
through careful restraint, the 
net cash requirements were 
lower than was forecast in the 
April 1980 Budget. 


This Report provides some 
commentary on the major 
aspects of Ontario’s finances 
and presents the financial 
statements of the Province for 
the fiscal year ended March 31, 
1981 with 1980 Budget figures 
for comparison. The Public 
Accounts submitted to the 
Legislature annually should be 
referred to for more detailed 
information. 


The policy aspects of 
Ontario’s financial operations 
are discussed in the annual 
Ontario Government Budget. 


Comments or questions on 
this report will be welcome and 
should be directed to the 
Office of the Treasury of the 
Ministry of Treasury and 
Economics. 


Se, hho 


Toronto, July 1981 


The year in review 


The Budget of April 1980 
indicated the prospect of a 
challenging year for the 
Province, heavily influenced as 
it is by federal policy and the 
economies of major trading 
partners. 


At the same time, while 
revenue performance is 
affected by economic condi- 
tions, inflationary pressures 
continued to be felt ina 
number of the Province’s basic 
social programs. 


In the first half of the fiscal 
year the deepening recession 
in the United States spilled 
over into Ontario, resulting ina 
projected $70 million reduction 
in retail sales tax yield anda 
slight reduction in personal 
income tax collections. 


During this 6 month period, 
total government expenditures 
were contained within the 
Budget. Additional spending 
requirements were met by 
identifying and constraining 
savings in other programs. A 
$33 million increase was 
required for fighting severe 
forest fires in northern 
Ontario, which burned 
approximately 1.4 million acres 
being the largest acreage 
affected since 1923. A $20 
million payment was assumed 
from local governments of 
their share of low-cost housing 
subsidies. There were other 
significant requirements 
predominately in social service 
programs with further 
pressures looming. 


Following the federal budget 
of October 1980, and in the 
absence of a national economic 
plan, it was felt necessary to 
take some action at the provin- 
cial level. On November 13th 
1980, the Treasurer of Ontario 
introduced Supplementary 


Measures to Stimulate the 
Ontario Economy which made 
selective sales tax rebates and 
exemptions to bolster demand 
in the weaker sections of the 
economy. These actions were 
estimated to reduce the sales 
tax revenue by a further $86 
million in 1980-81 and $174 
million in 1981-82. 


By the end of the fiscal year, 
additional funding of some 
$427 million was necessary, 
largely in the fields of health 
care and social services. The 
main components of these 
increased costs, for the full 
fiscal year were $68 million for 
operation of hospitals and 
clinical education, $53 million 
additional payments to doc- 
tors, and $15 million to support 
the Drug Benefit Plan. In addi- 
tion, an extra $36 million was 
provided for increases in 
general welfare and family 
benefits, $15 million for 
Ontario Pensioner Property 
and Sales Tax Grants, and $19 
million for roads. 


Spending compared to GPP (%) 


1975-76 
17.5 


1976-77 
16.9 


1977-78 
16.7 


These additional costs were 
substantially covered by an 
overall increase of $298 million 
in total revenues over the 
original Budget. The most sig- 
nificant contribution to this 
increase was $148 million from 
personal income tax, mainly 
arising from federal adjust- 
ments to Ontario’s 1978 and 
1979 entitlements. A further $52 
million was mainly generated 
by the federal decision to 
reinstate an increased level 
of payments for the public 
utilities income tax for the 
years 1978 through 1980. Strong 
corporate sector performance 
resulted in increased yields of 
$140 million and $36 million in 
the corporations tax and min- 
ing profits tax respectively. The 
retail sales tax yield rebounded 
significantly over the final six 
months to close to $108 million 
under budget. This was despite 
an earlier projection of a $156 
million reduction due to the 
first half sluggishness and the 
reduction through the 
Supplementary Measures. 


1978-79 
16.2 


1979-80 
15.9 


1980-81 
15.7 


Growth in spending compared to 


Gross Provincial Product (%) 


we memes Growth rate of GPP 


75-76 


'76-'77 


Growth rate of spending 


Net cash requirements ($ millions) 


ol 


75-76 '76-'77 ‘77-78 


Spending performance 


During the year, the Province 
once again maintained its 
spending growth rate below 
that of the Gross Provincial 
Product (GPP). 


Since 1975 this restraining 
influence has supported the 
government's objective of 
reducing its claims on the 
economy so that increased 
resources are available to the 
private sector. The effect of this 
influence is demonstrated by 
an overall reduction during 
that period of 1.8% in provin- 
cial spending as a proportion of 
GPP. 


Income performance 


Despite the slowdown in cer- 
tain parts of the economy and 
the tax reduction measures of 
the November Supplementary 
Measures, the total income of 
the Province, at $16,470 
million, remained fairly stable 
and within 2% above budget. 


Further details of the 
revenue performance are given 
in the budgetary revenue sec- 
tion of this Report. 


'78-'79 


79-80 80-81 


Net cash requirements 


The net cash requirements of 
the Province, were projected in 
the Treasurer of Ontario’s 1980 
Budget at $949 million. By judi- 
cious budgetary control and 
financial management, and by 
utilizing the increased prior 
years’ entitlements due from 
Ottawa, the Province 
accomplished much. Unfore- 
seen inflationary costs were 
accommodated and 
discretionary tax measures 
were taken while holding the 
net cash requirements to $803 
million, 15% less than budget. 


This allowed the Province to 
remain out of the long-term 
public debt market for the fifth 
consecutive year as part of its 
overall objective of increasing 
the opportunities in this mar- 
ket for other borrowers. 


Net cash requirements were 
essentially met from the 
Province’s traditional 
non-public sources of the 
Canada Pension Plan 
Investment Fund and the 
Teachers’ Superannuation 
Fund. This was accomplished 
while $500 million of Canada 
Pension Plan funds were made 
available to Ontario Hydro, as 
planned in the 1980 Budget. 


Ontario Hydro 


The Province traditionally 
borrows on behalf of Ontario 
Hydro for its capital program in 
the United States and then 
lends that sum on identical 
terms to Ontario Hydro. This 
year no such public borrowings 
were made, however the same 
approach was used in 
transferring $500 million of 
Canada Pension Plan 
borrowings to Ontario Hydro. 
Following the retirement of $92 
million of debentures and 
notes, the outstanding debt for 
Ontario Hydro amounted to 
$4,190 million. This liability is 
totally offset by the 
corresponding asset of Ontario 
Hydro bonds held by the 
Province. 


In addition, virtually all 
securities sold by Ontario 
Hydro on its own account are 
guaranteed by the Province. 
The contingent liability for this 
purpose at March 31, 1981 was 
$8,182 million. 


Budgetary revenue 


The Province’s budgetary 
revenue is classified into four 
major sources, the largest of 
which is taxation, accounting 
for about 60% of the total. 
Other revenues, which include 
premiums and various fees and 
licences, and profits of certain 
crown agencies account for 
about 17%, while a further 20% 
comes from the federal 
government under current 
fiscal arrangements and 
shared-cost programs. In 
addition, the Province receives 
interest revenue from 
investment of its surplus funds 
and its advances to certain 
crown agencies. 


Taxation 


The three major taxes, personal 
income tax, retail sales tax and 
corporations tax, together yield 
over 80% of the Province’s 
taxation revenue. 


For 1980 the personal income 
tax rate remained unchanged at 
44% of the basic federal tax. 
The taxes are collected by the 
federal government under a tax 
collection agreement with 
Ontario, as aresult of which 
Ontario receives regular 
monthly payments based on 
estimates of collections made 
prior to the beginning of the 
fiscal year. The increase in 
receipts from this source was 
unexpectedly high at 12% but 
$156 million of the increase was 
due to an adjustment that the 
federal government made in 
respect of an underpayment of 
1978 and 1979 provincial 
entitlements. 


Retail sales tax is a7% levy on 
the purchase price of most 
goods and services with 
exemptions for necessities 
such as food while some goods 
are taxed at a luxury rate of 
10%. The 1980 Budget removed 
retail sales tax from certain 
items, principally for 
machinery used in research 
and development and certain 
energy conservation materials. 


Major revenue sources 


eee Taxes (60.4%) 
[costae Other (39.6%) 
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In 1980 there was a 
down-turn in the sales of 
consumer durables, and on 
November 13, 1980 the 
Treasurer of Ontario presented 
Supplementary Measures to 
Stimulate the Ontario Economy 
which were primarily aimed at 
assisting the manufacturing 
and tourism sectors of the 
economy. The main thrust of 
the actions was to selectively 
rebate or exempt from sales 
tax, purchases of certain items 
which were both largely 
produced and sold within 
Ontario. This included a rebate 
of sales tax on light trucks and 
vans, exemptions on 
household appliances, 
residential furniture and 
building materials, and an 


extension of the exemptions 
for sales tax on accommo- 
dations, furnishings, and 
machinery and equipment 
used in the tourism industry. 
The effect of these actions was 
estimated to cost $86 million in 
1980-81 and $174 million in 
1981-82. As arresult of both the 
economic situation and the 
exemptions outlined above, 
the revenue from this tax 
source was $2,562 million 
which reflected a growth rate 
of only 6% for the fiscal year. 


The corporations tax consists 
mainly of income tax plus a 
capital tax and insurance 
premiums tax. There were no 
changes in the rates of these 
taxes, however, atime 
extension was made for the 
payment of the capital tax, and 


anew investment tax credit 
introduced for small 
businesses. Nevertheless, 
collections were greater than 
expected and totalled $1,792 
million in the year. 


The rates for gasoline tax and 
motor vehicle fuel tax were 
unchanged during the year and 
only a marginal increase of 2% 
was registered, reflecting the 
economic situation and the 
increasing numbers of more 
fuel efficient vehicles coming 
on to the roads. 


The mining profits tax 
showed strong performance in 
1980-81 by being 29% over 
budget at $161 million. In 
addition, $52 million over the 
original forecast was received 
from the federal government 
with respect to public utilities 
income tax. This paymentis a 
partial rebate of the related 
federal income tax paid by 
privately owned public utilities 
and was increased in 1980-81 
due to a federal government 
decision to reinstate these 
payments at a 95% level 
retroactive to 1978. 


The remainder of the taxes 
performed much as expected 
showing modest increases over 
the previous year. 


Other revenue 


The most substantial 
component of other revenue is 
premiums collected under the 
Ontario Health Insurance Plan. 
Payment of this premium 
entitles residents of Ontario to 
almost full reimbursement of 
most physicians’ fees and 
hospitalization expenses. The 
plan covers both individuals 
and families and a majority of 
residents are insured by this 
plan through their employer. 
The premiums collected fund 
less than a third of the costs of 
the program, the balance being 
financed through general 
taxation. Since the Province 
gives a premium exemption for 
those unable to afford it; 
essentially social assistance 


recipients, and those over 65; 
premium revenue is not 
expected to rise when 
unemployment is increasing. 
Thus the 2% increase in 
premium revenue is not 
unexpected. There were no 
increases in premium rates in 
1980-81. 


The Liquor Control Board of 
Ontario retails liquor, 
Canadian and imported wines, 
and some beers, and transfers 
the profits to the Province 
which this year totalled $433 
million. Growth from this 
revenue has been steady over 
the years and with no 
significant changes to mark-up 
rates in 1980-81, a modest 
increase in profits was 
recorded. 


The Ontario Lottery 
Corporation contributed $116 
million in profits from the 
Wintario and Lottario games. 
This was 73% over the 1980 
Budget estimate and was 
mainly attributable to the 
overwhelming success of 
Lottario in only its second full 
year of operation. 


Motor vehicle licences 
yielded less than anticipated 
which was partially due to the 
increase in sales of 
automobiles with smaller 
engines. The 1980-81 receipts 
of $312 million were only 
slightly higher than those of 
the previous year. 


Other fees and licences of 
$285 million, include Liquor 
Licence Board revenue of $126 
million, which is 
predominantly the gallonage 
fees for the production of beer 
for sale in the Province. 


Of the remaining items 
classified as other revenue, the 
only significant deviation from 
plan was in the miscellaneous 
category which included an 
estimate of $100 million to be 
received from Ontario Hydro 
in settlement of cancellation of 


an agreement concerning the 
Pickering nuclear generating 
station. An agreement has not 
yet been finalized and payment 
therefore has not been made. 


Payments from the 
Government of Canada 


For many years the federal 
government has had 
cost-sharing arrangements with 
the provinces, notably in the 
social fields of health, 
post-secondary education and 
welfare. A few programs are 
still on this basis, most 
significantly the Canada 
Assistance Plan which assists 
provincial welfare programs. 
However revised fiscal 
arrangements agreed in 1977 
allow for greater provincial 
sensitivity to population needs. 
There is now a provision for 
more provincial tax room in the 
personal income tax field and 
for cash payments for 
established programs which 
grow annually at rates tied to 
Gross National Expenditure 
and provincial populations. 
Total payments from the 
federal government in 1980-81 
were $3,025 million. 


Interest on loans, advances 
and investments 


Interest revenue arises 
primarily from two sources. 
Firstly, the Province lends 
monies to its crown agencies 
and to municipalities. 
Secondly, the Province’s 
surplus funds are invested in 
short-term securities. The 
Province normally lends its 
funds on a basis related to 
market rates at the time, and 
interest revenues from these 
sources amounted to some 
$349 million. An additional 
$191 million was earned from 
the Province’s investment 

of surplus funds in the 
short-term money markets. 


Budgetary expenditure 


Budgetary expenditure 
accounts for over 97% of all 
government outlays and totals 
some $16,836 million in 1980- 
81. Of this amount, $12,057 
million was in the form of 
transfer payments to third par- 
ties or government agencies 
and municipalities. 


To improve coordination of 
the wide range of government 
activities, ministries have been 
organized into policy fields. 
There are three operational 
policy fields: Social Develop- 
ment which includes those 
ministries whose function 
relates to health, education, 
welfare and social services; 
Resources Development which 
manages natural and infra- 
structural resources, environ- 
ment, agriculture and related 
areas; and Justice Policy which 
concerns itself with the 
administration and enforce- 
ment of justice. The other 
ministries are grouped ina 
General Government category. 


Social development policy 
field 


There are five operating 
ministries in this field: Health, 
Education, Colleges and 
Universities, Community and 
Social Services, and Culture 
and Recreation under the 
general coordination of the 
Social Development Policy 
Secretariat. 


HEALTH 


Most health services are either 
supplied directly by the 
Ministry of Health or are 
insured by the Ontario Health 
Insurance Plan (OHIP). Under 
the umbrella of OHIP the 
Ministry pays virtually all of the 
operating and capital expenses 
of Ontario’s 222 public hospi- 
tals and related facilities 
amounting to $2,422 million, 
and reimburses patients for 


90% of approved medical costs 
according to a fee schedule. In 
addition, the Ministry funds 
ambulance services, home 
care, extended health care and 
official local health agencies 
together with the Ontario 
Drug Benefit Plan which is 
designed to provide necessary 
drugs primarily to senior citi- 
zens. Total expenditures by 
the Ministry for health care are 
$4,858 million. 


EDUCATION 


The Ministry of Education sup- 
ports primary and secondary 
education in the Province by 
way of grants to local school 
boards, covering kindergarten 
to grade 13 in the public 
school system. In addition to 
supporting school boards with 
operating grants, the Province 
has also financed their capital 
needs by making financing 
available through a provincial 
agency, the Ontario Education 
Capital Aid Corporation. In 
1980-81 this form of financial 
assistance, some $46 million, 
was changed to a grant basis as 
direct expenditure of the 
Ministry. The total provincial 
support of operating and cap- 
ital costs of $2,187 million is 
over half of the total cost of 
the system with the balance 
being borne at the municipal 
level through local property 
tax levies. 


Included in the provincial 
support to school boards is a 
substantial portion of the 
employee benefits of teachers, 
specifically the employer's 
contributions and the 
unfunded liability payment for 
the Teachers’ Superannuation 
and Adjustment Funds which 
amounted to $259 million. 


COLLEGES AND UNIVERSITIES 


The Ministry of Colleges and 
Universities supports the post- 


secondary educational sector 
of the Province which includes 
15 Universities, 22 Colleges of 
Applied Arts and Technology 
and certain other institutions 
such as Ryerson Polytechnical 
Institute, Royal Military Col- 
lege, and the Ontario College 
of Art. Consistent with its 
belief in accessibility to post- 
secondary education, the 
Province has pursued a policy 
of permitting those institutions 
to charge relatively low fees 
and has provided the support 
necessary for their funding to 
a level of about 80% of costs. 
In addition to direct support 
for the institutions, the Prov- 
ince provides assistance to 
students who can demonstrate 
that they cannot meet the fees 
from their own resources. This 
assistance in the form of grants 
and loan guarantees amounted 
to $90 million. 


OTHER SOCIAL 


The Ministry of Community 
and Social Services provides a 
variety of services directly 
through its own facilities and 
financially supports other 
institutions and social agen- 
cies. 


A significant portion of the 
budget, $732 million, is in the 
form of income maintenance. 
Individuals without financial 
resources on a long-term basis 
received $459 million in direct 
assistance from the Province. 
In the case of short-term or 
temporary assistance, the 
Province paid $226 million to 
relieve 50% of the costs borne 
by the municipalities con- 
cerned. 


Adult services include 
income maintenance, 
rehabilitation services for the 
handicapped, financial support 
to senior citizens homes, 
mental retardation facilities 
and community programs. 


These services totalled $1,125 
million. 


Services to children, total- 
ling $382 million, are delivered 
through mental health 
services, observation and 
detention homes, juvenile 
correctional services, and child 
welfare through the support of 
children’s aid societies and day 
nurseries. 


Ministries other than Com- 
munity and Social Services also 
provide direct and indirect 
support of senior citizen and 
low income groups. This sup- 
port includes the Ministry of 
Revenue’s property tax and 
sales tax grant payments to 
senior citizens, amounting to 
$268 million and Guaranteed 
Annual Income System pay- 
ments of $103 million; the 
Ministry of Health’s portion of 
the Ontario Drug Benefit Plan 
and OHIP premium relief; and 
the Ministry of Housing’s low 
income housing subsidies of 
over $123 million. In total the 
various forms of assistance to 
these groups amounted to 
some $2,100 million. 


Resources development 
policy field 


This field covers the develop- 
ment of both natural and 
infrastructural resources in the 
Province. The most significant 
programs from a cost view- 
point are delivered by the 
Ministry of Transportation and 
Communications which is 
responsible for all provincial 
highways in Ontario and con- 
tributes substantially to the 
construction and maintenance 
of municipal roads. Provincial 
highway construction and 
maintenance cost $477 million, 
while subsidies paid to 
municipalities in support of 
their road programs amounted 
to $413 million. In addition to 


Budgetary expenditures by 
policy field 


ioe Other (36.2%) 


constructing and maintaining 
roads, the Ministry has also 
become substantially involved 
in assisting commuter travel 
particularly with a view to 
replacing the automobile in 
urban areas. In the Toronto 
area the Ministry supports the 
GO commuter train operation 
and a network of express 
buses as well as a subway 
system and conventional urban 
bus routes. Subsidies are also 
provided to other 
municipalities to support their 
transit systems and the overall 
subsidies paid in support of 
these transportation alterna- 
tives were $199 million. 


The Ministry of Natural 
Resources administers the 


| Social development (63.8%) 


crown lands which still com- 
prise 88% of the Province. By 
direct expenditures and sup- 
port of conservation 
authorities, $229 million was 
spent on land and resource 
management. The balance of 
Ministry expenditures, $120 
million, covers outdoor 
recreation including hunting, 
fishing and management of 
Provincial parks and forests. 


The major costs of the 
Ministry of Housing are sub- 
sidies paid to the Ontario 
Housing Corporation as the 
provincial share of rent-geared- 
to-income housing at $123 
million, and transfer payments 
of $59 million paid to various 
municipalities and community 


groups for programs of 
community renewal and 
revitalization. 


While the Ministry of the 
Environment maintains the 
quality of the environment 
through its regulatory and 
monitoring functions, its prin- 
cipal expenditures are in the 
operation of certain utility 
plants and the direct grant 
support to municipalities to 
assist them in the construction 
of sewage and water treatment 
plants and trunk sewers. $45 
million was spent on utility 
plant operations and a further 
$69 million on assistance to 
municipalities. 


The Ministry of Agriculture 
and Food provides a series of 
educational, research and 
marketing services to the 
farming community. Its most 
significant expenditures how- 
ever, are concerned with the 
upgrading of farming land and 
the protection of smaller 
farmers against the vagaries of 
market prices of agricultural 
products. $123 million was 
provided for such services. 


Justice policy field 


The primary function of the 
Justice Policy Field is to main- 
tain a frame-work for society 
and preserve the safety of the 
public through four operating 
ministries. The Attorney Gen- 
eral administers the courts of 
the Province, at a cost of some 
$95 million, while contributing 
some $37 million from the 
Legal Aid Fund to provide legal 
representation for those whose 
resources are inadequate. 


The Ontario Provincial Police 
Force of 4,000 is the direct 
responsibility of the Solicitor 
General and provides policing 
services to those areas in the 
Province where none is avail- 
able, generally smaller 


municipalities and rural areas. 
The Solicitor General also 
supervises the activities of 
other police forces in Ontario 
and provides required educa- 
tional and arbitration services. 
The cost of these programs was 
$189 million. 


The principal activity of the 
Ministry of Correctional Ser- 
vices is the provision for care, 
treatment and training of 
offenders at a cost of $120 
million. The Ministry also 
manages parole and 
rehabilitation through 
community service programs. 


The Ministry of Consumer 
and Commercial Relations 
protects the public by regis- 
tration, setting standards, and 
requiring licences for a variety 
of day to day activities. Of the 
Ministry’s $76 million expen- 
diture, $31 million was spent in 
the administration of standards 
and a further $23 million in 
registration of property rights. 


General government 


The General Government 
group of ministries are those 
which provide an administra- 
tive or central government 
policy function. The Ministry of 
Intergovernmental Affairs 
coordinates dealings with the 
federal government and other 
provincial and municipal gov- 
ernments. It is also responsible 
for the payment of 
unconditional grants to 
municipalities which amounted 
to $398 million, compared to 
$629 million last year. This 
decrease from the previous 
year is mainly due to the assis- 
tance given in 1979-80 when the 
Province accelerated $143 
million which otherwise would 
have flowed in 1980-81 to assist 
them with short-term interest 
and financing costs. 


The Ministry of Government 
Services supplies accommoda- 


tion to all government minis- 
tries and many crown agencies 
at a cost for the year of $220 
million. The Ministry also pro- 
vides anumber of centralized 
common services such as 
internal mail and government 
printing and operates the 
computer facilities of the 
Government. 


The principal function of the 
Ministry of Revenue is to col- 
lect taxes. However, for several 
years the Ministry has also 
administered the Guaranteed 
Annual Income System which 
is designed to provide a basic 
level of income security for 
Ontario’s senior citizens. In the 
year the Ministry introduced 
the new Pensioner Property 
Tax Grant and Pensioner Sales 
Tax Grant programs also 
designed to assist those 65 and 
over. The three programs pro- 
vided for payments to Ontario 
senior citizens of $372 million. 


The Ministry of Northern 
Affairs coordinates develop- 
ment in northern Ontario, the 
largest expenditures taking the 
form of road construction, 
community and regional 
priorities, and support of the 
Ontario Northland Transporta- 
tion Commission. The Ministry 
expenditures for the year were 
$156 million. 


The Ministry of Treasury and 
Economics administers the 
Employment Development 
Fund (EDF) which was set up 
last year. This fund has pro- 
vided $210 million of support in 
the two years of its existence to 
the tourism and industrial 
sectors of Ontario, securing 
considerable private sector 
investment. This investment 
will ensure the undertaking of 
new projects with significant 
job creation potential. At the 
same time EDF assistance has 
helped further the long term 
job security for many mill 
workers and loggers in the 
Ontario pulp and paper 
industry. 


Major components of budgetary expenditure 


The most significant form of 
government expenditures is 
transfer payments to third 
parties, which was 72% of all 
budgetary expenditure. The 
largest component of these 
payments went to local 
governments and their school 
boards and agencies amount- 
ing in all to some $4,100 million 
through a variety of grant pro- 
grams administered by several 
government ministries. Just 
over half of this assistance to 
local governments went to 
school boards for primary and 
secondary education support, 
some 11% in unconditional 
grants and another 26% for 
social assistance and trans- 
portation costs. 


The Health Insurance Plan 
support for the operations of 
public hospitals and for pay- 
ments to physicians accounted 
for 24% of total budgetary 
expenditure while post- 
secondary education grants 
to universities and colleges 
absorbed about 8%. 


Salaries and benefits as a 
percentage of budgetary expenditure 


Less than 20% of budgetary 
expenditure is spent for the 
government's own administra- 
tion costs and the operation of 
its own programs. This propor- 
tion has declined steadily over 
the years as the Government 
has carefully and progressively 
restrained expenditures. It has 
been demonstrated that over 
the last six years total Govern- 
ment spending has been 
reduced when compared to the 
increase in the Gross Provincial 
Product. This has limited 
further government expansion 
into the economy of the 
Province. A key feature of this 
achievement has been 
Ontario’s ability not only to 
check the growth but actually 
to reduce the absolute size of 
the civil service since 1975 by 
6%. The effect of this reduction 
clearly shows this trend in the 
chart below which compares 
salaries and benefits to 
budgetary expenditure over 
that period. 


'78-'79 ’79-'80 


80-81 


Major components of 


budgetary expenditure (%) 


Transfer payments 
Local governments 
Health insurance 
plan 
Post-secondary 
education 
Other 


Other 
Salaries, wages and 
employee benefits 
Interest 
Other 


Total budgetary 
expenditure 
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Non-budgetary transactions 


In addition to its normal grant 
support and administrative 
operations, the Province also 
has lending activity and trust 
administration functions which 
are classified as non-budgetary 
transactions. 


Lending and investment 
activity 

Government assistance has 
frequently been more approp- 
riately provided by way of loan 
rather than by grant. In the 
1960's and early 1970's the 
growth in population resulted 
in avery heavy demand for 
educational and housing 
facilities of a capital nature 
which required provincial 
assistance. Using its central 
borrowing powers, the Prov- 
ince funded the capital 
requirements of a number of 
agencies for these purposes 
with loans repayable in full 
over a fixed term at a market 
rate of interest. 


In the latter part of the 1970's 
the growth in population tailed 
off and the demand for addi- 
tional facilities diminished. 
Therefore in 1977 the Province 
announced that a number of 
capital lending programs 
would be phased out and that 
future capital replacement and 
upgrading needs would be met 
from grants. This year lending 
to school boards through the 
Education Capital Aid Corpo- 
ration was discontinued and 


replaced by direct grants. The 
final significant area remaining 
is in water treatment and waste 
control facilities where the 
Province continues to wind 
down previously committed 
projects. As a result, the cash 
inflows from repayments of 
prior loans exceed the outflows 
on new loans. 


This year the Province 
disbursed an additional $264 
million in new loans, a signifi- 
cant reduction from that of 
previous years. $124 million 
went towards investment in 
water treatment and waste 
control facilities where the 
Province is committed to the 
municipalities to complete the 
projects under previous 
financing arrangements. The 
Ontario Development Corpo- 
rations received $44 million 
during the year to assist various 
industries in Ontario. Through 
the subsidized interest rates on 
loans to municipalities for tile 
drainage the Province helps 
improve agricultural lands by 
ensuring their proper drainage, 
a program which has grown 
steadily in the last few years. 


Trust administration 


A significant activity of the 
Province is its function as a 
trustee for a variety of funds on 
deposit. The Public Service 
Superannuation Fund is the 
basic pension plan for some 
78,000 public servants. 
Employee and employer 
matching contributions, 
interest at prevailing market 
rates, and special amounts to 


amortize reported actuarial 
deficits, are recorded in this 
account. Pension benefits and 
refunds of contributions are 
recorded as payments from the 
account. Higher interest rates 
and unfunded liability pay- 
ments have caused the net cash 
inflow to the account to grow 
more rapidly over the last two 
years, increasing by $272 
million this year. 


The Superannuation Adjust- 
ment Fund is designed to pro- 
vide a pension supplement to 
partially offset the effects of 
inflation on the pensions of 
retired employees, mainly 
public servants who contrib- 
uted to the Public Service 
Superannuation Fund, and to 
retired teachers who contrib- 
uted to the Teachers’ Superan- 
nuation Fund. The net inflow of 
employee/employer contribu- 
tions and interest over the 
payments made amounted to 
$111 million. 


The Province of Ontario 
Savings Office has a network of 
21 branches in Ontario and 
accepts deposits from the 
general public at competitive 
interest rates. These deposits 
are guaranteed by the Prov- 
ince. The Savings Office 
deposits all surplus funds with 
the Province on a demand 
basis and by the end of the 
fiscal year total deposits 
amounted to $623 million. 


The Provincial Lottery 
improved its profitability 
slightly during the year and 
turned over $26 million to the 
Province. Super Loto, in its first | 
full year of operation returned 
a further $10 million. During 
the year these lotteries paid out 
some $45 million of which 
about three quarters was for 
health related purposes. 


Funded debt 


The funded debt of the Prov- 
ince is defined to include those 
obligations that have a 
specified term to maturity, are 
secured by a debt instrument 
and includes bonds, deben- 
tures, notes and treasury bills. 
Virtually all of the total funded 
debt outstanding at March 31, 
1981 was in the form of 
long-term debentures. 


Ontario has met most of its 
own long-term financial 
requirements from non-public 
sources. At March 31, 1981, 76% 
of all funded debt had been 
obtained from non-public 
sources. The Canada Pension 
Plan is the most significant 
lender, having invested in 
$9,795 million of provincial 
debentures. The amount that 
the plan offers to purchase 
from the Province is based on 
the contributions made by 
employers and employees 
resident in the Province of 
Ontario less benefits paid to 
Ontario pensioners. The 
interest charges reflect the 
federal government's market 
borrowing rates. 


In 1980-81 the Canada Pen- 
sion Plan generated $1,038 
million for investment in 
Ontario. Since funds available 
to the Province from all of its 
non-public sources exceeded 
its net cash requirements, the 
Treasurer of Ontario indicated 
in his 1980 Budget that $500 
million of Canada Pension Plan 
funds would be made available 
to Ontario Hydro on the same 
terms and conditions that were 
applied to the Province. 


The other major non-public 
source of funds is that 
managed by the Teachers’ 
Superannuation Commission. 
The Commission administers 
the pension fund for all 
Ontario’s school teachers and 
invests its surplus in deben- 


Major components of funded debt 


Non-public borrowing (76.2%) 


bas Public borrowing (23.8%) 


tures of the Province at a rate of 
interest based on the Prov- 
ince’s borrowing costs of the 
previous year. The commission 
now holds $4,092 million of 
provincial debentures. 


Until December 31, 1978, the 
Ontario Municipal Employees 
Retirement System (OMERS), 
which provides a pension 
scheme for employees in the 
local government sector, 
purchased $1,293 million of 
debentures from the Province. 
Since 1979 however, OMERS 
has invested its excess revenue 
in private sector investments. 
The Province has not issued 


any debentures directly to 
OMERS since that time. 


Of the remainder of the non- 
public funded debt, $104 
million has been issued to the 
federal government and $266 
million has been issued to the 
Canada Mortgage & Housing 
Corporation — an agency of 
the federal government. The 
CMHC debt has been used to 
finance the construction of 
waste control facilities. The 
federal government loans have 
been primarily used to assist 
municipalities with certain 
projects. 
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In the last five years, the 
public markets have been used 
only to raise monies for 
Ontario Hydro and for the 
temporary Provincial 91 day 
Treasury Bill program. When 
Ontario borrows on behalf of 
Ontario Hydro in the United 
States, it flows the proceeds to 
Ontario Hydro, taking backa 
bond with the same terms and 
conditions as the securities 
issued by the Province. At 
March 31, 1981, the outstand- 
ing funded debt borrowed in 
the United States for Ontario 
Hydro was $3,690 million. By 
contrast, publicly held funded 
debt outstanding borrowed for 


Provincial purposes, was only 
$1,164 million. 


Funded debt characteristics 


Debentures issued in the pub- 
lic market now total less than 
25% of all funded debt and 76% 
of these public issues have 
been borrowed on behalf of 
Ontario Hydro. Ontario Hydro 
reimburses the Province for 
payment of interest and 
retirements of issues made on 
its behalf. Other than this debt, 
the Province on its own 
account has $1.2 billion of debt 
outstanding on the public 
markets which has an average 
term to maturity of 8.9 years. 


Selected funded debt statistics as at March 31, 1981 


Publicly held 
Provincial purposes 
Ontario Hydro purposes 
Total publicly held debt 
Non-public 
Canada Pension Plan 
Other 
Total non-public debt 
Total funded debt 


* Includes transactions costs. 
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Approximately 4.8% of the total 
funded debt is scheduled to 
mature within the next five 
years and 12.4% in the next 
following five years. Of the 
amounts maturing in the next 
five years $346 million is 
payable in U.S. dollars. During 
this same period, German debt 
amounting to 94 million 
Deutsche Marks currently 
valued at $27 million will be 
maturing. The balance of the 
funds are repayable in 
Canadian dollars. 


Central financing policy 


One characteristic of 
government financing in the 


Average annual 


As a Average Average cost* rate of growth 

percentage term to to the March 31, 1977- 

of total maturity _ province March 31, 1981 
(%) (years) (%) (%) 
5a7 8.9 7.5 —9.0 
18.1 22.4 8.8 10:9 
23.8 19.1 8.4 4.2 
48.0 13-9 8.8 13.0 
28.2 IVA) 9.0 450 
ZO 1532 8.9 13.9 
100.0 16.2 8.8 bie 


Province, is the extent to which 
the Province has used its own 
financial strength to fund the 
local government sector and its 
own agencies. It has also 
strictly controlled use of the 
Provincial guarantee almost 
exclusively to borrowings 
undertaken by Ontario Hydro. 


The centralized financing 
policy and the restricted use of 
the Provincial guarantee, have 
resulted in 85% of the total 
Ontario public sector debt 
being accounted for as either 
direct or contingent liabilities 
of the Province. This policy 
combined with significant 


transfer payment programs has 
substantially reduced the use 
of the financial capital markets 
by municipalities, universities, 
colleges, hospitals, school 
boards and provincial quasi- 
commercial agencies. 


In recent years only Ontario 
Hydro and a few large 
municipalities have issued 
funded debt to the public. 
Ontario Hydro’s public bor- 
rowings guaranteed by the 
Province account for over 98% 
of the reported contingent 
liabilities. Local government 
borrowings are not provincially 
guaranteed, but there are 


Funded debt of the Ontario public sector ($ millions) 


Province of Ontario 
Direct 
Guaranteed* 
Provincial boards, 
commissions and 
corporations** 
Local governments 
Universities and colleges 
Hospitals and associated 
operations 


*Excludes bank loans 


Estimated at March 31, 1981 


Debt issued to 
Gross the Province 


restrictions in borrowing 
activities by the limitation of 
debt ceilings set by the Ontario 
Municipal Board. 


The Province therefore, by 
using its broader revenue base 
to borrow on behalf of its 
agencies, by strictly controlling 
the use of its guarantee, and by 
the surveillance of the Ontario 
Municipal Board is in strategic 
control of the debt raising 
activities in the Ontario public 
sector. 


March 31, 1980 


Consolidated Consolidated 


debt or its agencies debt % debt 
20,405 20,405 60.7 18,978 
8,187 8,187 24.4 FNS | 
S17, 15547, 4.5 1,599 
5,024 1,668 57356 10.0 3,169 
1,286 1,192 94 0.3 92 
248 198 50 0.1 55 
36,667 3,058 33,609 100.0 31,405 


**$1,301 million has been issued to a Government of Canada agency 
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Selected financial and economic statistics 


($ millions) 


March 31 1977 1978 1979 1980 1981 
Consolidated revenue fund inflows 

Budgetary revenue as. sree re ater as ened: 10,514 11,099 12,322 14,214 15,549 

Non-budgetary receipts and ‘credits. 2... eeu 634 683 911 1,032 921 
Consolidated revenue fund outflows 

Budgetary expenditures 23 )er a. eae ere eee 11,743 12,920 13,913 15,346 16,836 

Non-budgetary disbursements and charges ........ 724 624 500 484 437 
Net cash requirements <0. pcan ao oe eee 1,319 1,762 1,180 584 803 
Provincial debt transactions (net) ...............eeeee0- 1,092 1,506 1,652 t33 968 
Ontario Hydro debt transactions (net) ................. 269 392 667 214 408 
Liabilities 

Debentures, notes and treasury bills 

ProvincialSpurpOSes 247 .0..4..8. a..a erp er 10,894 12,365 14,038 15,196 16,215 
On behalt- of OntariosHlydio acts eee 2,510 2,901 3,568 3,782 4,190 

OU eis ect wa es ee ee ee 1,783 2 bio 2,463 2,946 3,333 
___ Total liabilities ........- eee 15/187 17,381 20,069 21,924 23,738 
Contingent liabilities 

Funded debt (debentures, bonds and notes) ....... 5,708 6,124 6,644 ote 8,187 

Total- contingent liabilities sess en es ae tae 5,806 6,212 6,734 7,293 8,289 
Ontario public sector funded debt! ................... 23,544 26,214 29,181 31,405 33,609 
Gross provincial product 
at. market prices? < 33:.@\seae cmt scan er re ee To 72 81,244 88,938 99,628 109,889 
Gross provincial product 
in constant (1971) prices’ me Pa Sg Re er ene ee 46,018 47 407 48 ,800 49,548 49,433 
Personal income (Ontario)* .............. ccc cece eens 60,659 67,164 73,714 81,698 90,121 
Personal income (Ontario) per capita 
June J population) (insdollats) tne-« 22. sane. rene 7 376 8,039 8,730 9,608 10,516 
Net cash requirements/GPP (%) ...............0eeeeees ‘late’ jp) aS! 0.6 0.7 
Funded debt — provincial purposes/GPP (%) .......... 14.8 15.2. 15.8 ‘hee 14.8 
Ontario public sector funded debt/GPP (%) ........... 31.8 31.9 3255 31.0 30.6 


‘Ontario public sector funded debt is the funded debt of the Province and all provincial agencies, boards and commissions including local 
governments net of intra-sector borrowing. 


* Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing in a fiscal year column are 
for the preceding calendar year. 
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Summary of significant accounting policies 


The accounting basis 


The following financial statements 
prepared using the concept of a 
Consolidated Revenue Fund, have 
been designed primarily to 
provide an accounting of the 
financial resources appropriated 
by the Ontario Legislature. The 
fundamental requirement to 
report compliance with legislative 
authority results ina 

presentation of financial 
information in a manner 
significantly different from that 
used in the private sector. The 
accrual basis of accounting used in 
the private sector best reflects the 
costs incurred to earn revenues; 
the policies and practices followed 
by the Province under which the 
financial transactions of 
government ministries are 
recorded and displayed as 
Consolidated Revenue Fund cash 
inflows and outflows best 
accommodates reporting to the 
Legislature. 


The cash basis of accounting 
used by the Province is modified to 
allow for an additional thirty days 
to pay for goods and services 
pertaining to the fiscal year just 
ended. In this regard, payments to 
employees for the pay period 
which overlaps the fiscal year end 
date are apportioned between the 
two years. Cash inflows, on the 
other hand, are closed at March 31 
for cash received or in transit. With 
respect to provincial crown 
corporations, agencies, boards 
and commissions, the financial 
statements of the Consolidated 
Revenue Fund reflect only the 
extent to which their operations 
have been financed from or have 
contributed to the Fund for the 
year. 


Classification of 
transactions 


The transactions of the Province of 
Ontario are presented in summary 
form according to the four distinct 
areas of government activity 


through the Consolidated 
Revenue Fund. 


“Budgetary Transactions” are 
operational activities which 
include the revenues raised 
through taxation, premiums, fees, 
licences and permits, payments 
from the federal government 
under fiscal arrangements and 
shared-cost programs and income 
from investments. Expenditures on 
government programs include 
payments for goods and services, 
interest on the public debt, 
salaries, transfer payments to 
individuals, municipalities and 
institutions, subsidies and grants, 
and the acquisition or creation of 
fixed assets. 


“Non-Budgetary Transactions” 
are the lending, investment and 
trust administration functions 
which include, as distinct from 
expenditure, the government 
lending and investment activity in 
various Crown corporations, 
agencies and municipalities. All of 
these loans and advances are 
repayable or represent equity 
holdings supported by the assets 
of the corporations. Also included 
in this category is the activity 
within deposit, trust and certain 
special purpose accounts. 
“Disbursements” is the term used 
to describe the lending and 
investment transactions of the 
government. “Receipts” consist of 
the repayment of loans or recovery 
of investments. ‘‘Credits” is the 
term used to describe payments 
into deposit, trust and special 
purpose accounts. Payments made 
from these same accounts are 
termed ‘‘Charges”’. 


“Debt Transactions” are the 
borrowing and repayment 
transactions which include 
obligations issued to both 
non-public and public sources of 
funds. 


“Ontario Hydro Transactions” 
relate to amounts borrowed by the 
Province on behalf of Ontario 
Hydro. The Province issues 
securities and advances the 
proceeds to Ontario Hydro in 


exchange for bonds with the same 
terms and conditions. Since these 
transactions and the ensuing 
retirement and debt servicing 
costs are the result of a financing 
alternative and are not a part of the 
Province’s own budget plan, they 
are classified separately. 


Assets and liabilities 


The assets and liabilities reported 
in the financial statements are 
financial claims which have been 
created by cash transactions. The 
recorded assets are claims by the 
Consolidated Revenue Fund on 
other parties. The liabilities are 
claims by other parties on the 
Consolidated Revenue Fund. 


Since expenditures on fixed 
assets do not represent financial 
claims on other parties and are not 
considered to differ from any 
other service to the public they are 
not reported as assets but are 
expensed as budgetary items in 
the year of acquisition. 


Debentures, notes and treasury 
bills are recorded as liabilities at 
the face value of the debt 
instrument, and discount, 
premium and commission 
expenses are treated as current 
year budgetary transactions. The 
general resources of the Province 
are used for the continued orderly 
retirement of debt and no sinking 
funds are maintained for this 
purpose. 


The contingent liabilities of the 
Province consist of guarantees by 
the Treasurer of Ontario of debt 
instruments issued by provincial 
agencies, boards and commissions 
and bank loans under certain 
government programs. Other 
significant legal commitments and 
liabilities are disclosed in notes to 
the financial statements. 


The net debt of the Province is 
the excess of liabilities over 
recorded assets. It is also the 
accumulation of all budgetary 
deficits and surpluses since 
Confederation. The year-to-year 
change in net debt is the amount 
by which budgetary revenues 
exceed or are less than budgetary 
expenditures. 


Opening balance 


Cash and temporary investments ....... 


Budgetary transactions 


REVEMMC CTA eee were a ee ere ae 


Non-budgetary transactions 


Loans, advances and investments 
RECEIDUS venice tee enein voeiete sii shanige sie’ 
DISDULSEMENTSE a, hoc ov ocr ee. 


Net decrease in loans, advances 
ancsinvestmentsro.se0s noes sec acess 


Trust administration functions 
GLOCitSi ee es ety ON oe arc 
ane CSC tech ton atee Licteys ate Ogee 


Net increase in trust administration 
PUTRGUONIS: Geese tee ose ae pee er 


Ontario Hydro transactions 


Proceeds of debentures................ 
Retirements of debentures ............. 


Related advances, interest and 
FOCOVELICS a enn teion oe one ela leve oo8's ete ts 


Closing balance 


Cash and temporary investments ....... 


Statement of consolidated revenue fund 
for the year ended March 31, 1981 ($ millions) 


Budget 


1981 


245 
233 


12 


629 
179 


450 


at 
163 


462 


(949) . 


958 


16,836 
(1,411) ae 


Actual | 
— mo 


1,569 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


69 


Actual 


1980 


14,214 


F) 15,346 


> (1287) 


391 
351 


1,020 


(1,132) 


I 


1,569 


id 


Statement of budgetary revenue 
for the year ended March 31, 1981 ($ millions) 


Taxation 
Personal income:tax (note. 12) ..ceees aces aeons anes 
Retaln Sales, (ax meee cote tara (a een ae eae 
COMNPOLatlONS taxi ives oc eerwneiarat ss, feat Nese mn aes 
Casolinertaxs stone sw. ane eens nae eee ern 
TODACCOLAXS ae rr ene gece ets mre ar et Deen get 
MAID Be DR OTIS ECAR ries nice cl rn eee cet orn ere eee 
MOLOLVEMICIC LICL Ca XC cree cok ake tne os eid anos 
Dandztraristentaxae ete che as aera ee Bee 


RACOUACKS. aXe he ws ete ae coe eaten Se pei ee 
SUCCESSION CUNY eres hastens: hese ca tae eh a Seen 
Federal government income tax revenue guarantees 
OURO TS sie eee ea tn rele taeda aoe ry erst Seen okes 


Other revenue 
Premiums — Ontario Health Insurance Plan....... 
Profits from crown corporations and boards 
Liquom- Control Board! of OntariOu 1. a 
Ontano Lottery CorporatiOny veer eee 
OntaniorEnersyeCorporatiOm ys. .yeci sree 
Vehicle sistratlon tees a.m eee ae, 
Liquombicence:BoOardi——fECS. «es. ert sae 
Othermteestahid, cences 2yscu.c4e.c cern eee een 
ROY alte crc vartere ince cette hos 30s een cick Sota at eine: 
FiInesran Ci penalties nt etn t.sscnei en py pie neee eee 
EIEN [ate Mito cht) CP irene eamid cary tel ope na aia te 


ODT ere oe geting eee rs ee 


Government of Canada 
Established Programs Financing 
CashxGonchibUllOniee 4 r.0. 7 tee hte cs eae 


OT y (a) pas Nearer het nn etm MOURN ra en aie pre i PSO ee, Rik 


Interest on loans, advances and investments .................... 


Total budgetary revenue’ 2x, to te a es Pe 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Actual 
1980 


3,184 


1,616 


Statement of budgetary expenditure 
for the year ended March 31, 1981 ($ millions) 


Budget 
1981 
Social development policy field 
a kevs| hl gat pat 5 Coe aemkertapms Aci eae aig ne i a 4,717 
ECiGaAU Ole MOEN 3) ae mee ees tie eras ie eo 2,617 
Wovleges and WiNiversitieS .o. .0 sects costa ingles aie 1,526 
Comimunity-and*SocialiServices) 20 cist. omer ow oes 1,455 
inte amd RECKEATION ft 4a. 68h ae pointe ote ws ro 191 
SOC DEVeElOPMeNt PONCY®. ct sca omer cee mainte 2 
10,508 
Resources development policy field 
Transportation and Communications ............. 1,199 
NatULaIEReSOULCCSe ter cess oc. eo hn Sector alt. Mase 289 
PA OUISINT Seeger rey et ester hates ye Sty oie a tiers peed waa 258 
=] WAIN OY M1 ONES @) Sara asco.) Ses, cal See PON Se ae eee eee 185 
XIGUILURETANC FOOC meri ts reniaide 5 eanitcilak cata aie 182 
PA CIUSUnY WAC e LOUTISIY nee cisees oe wile ois canoes tiene eee lsete, he 74 
PAD OULUEN Nee perme yet rt i ck Siete dee ao el 50 
ELIT fA as nr ack Pe ce an CP ara 31 
Resources eCVelOpment POlCY. circum sens verte! 3 
2,271 
Justice policy fieid 
ICON GCM CT Alpsa mci ty gh eta ine a ae ott ew coals 192 
PNIFOMMCVAG CNChal mite ce very iai trie ease ee acne sick 165 
OrmecuOnalasenviCesSe arta ee rca eee 146 
Consumer and Commercial Relations... .<.+...... 73 
DRISHI CEP OlGVe eta rs wet og re sar earns aro eane ne he AE te 1 
i 
General government 
REVENUE OLE S12 harctiees hint atttn Salter th ok cnetasete mero as 474 
iIntergovernmentaleAtfairs:(note 13)... 25. 2.4. 29s 469 
GOVETITICNE SEIVICCS tres oncoternoce ieee eevee oleae oleae 287 
NOMCHEAT ALES Aosta oe cee @cete ora n aan 57 
leas ULVEAniGs ECONOMICS wo. eae ten eas ee 147 
OitiCerOla MecASSEIMDIV ae yracs ott p creo 0 os ia oom, aS 22 
(GIN STE aetna nce 7s A eae are arene ao een 22 
1,578 
BUC Cebt.=—Mteresl «soe is Pek ee es Fo ee ee 1,614 
Contingency tund! (note 11) 0.025 ces oe nce le as te tee nce seek 161 
foal budgetary expenditure: 2.2.5 ..ces be See eee cee ns be es 16,709 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Actual Actual 
1981 1980 
4,858 4,266 
2,604 2,565 
1,542 1,445 
1,528 1,344 

204 202 
3 2 
10,739 9,824 
1,212 17199 

— 3490 280 
248 196 
182 135 
180 159 
81 68 

_ bl 41 
26 11 

3 } 
2,332 2,032 
209 186 
182 157 
156 Ae 

76 68 

1 1 
624 549 
488 194 
460 687 
284 328 
156 137 
102 148 

35 20 

21 19 
1,546 175353 
1,595 1,408 
16,836 15 346 
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Statement of non-budgetary transactions 
for the year ended March 31, 1981 ($ millions) 


Budget “Actual : Actual 


1981 _ 1981 - 1980 
Loans, advances and investments 
RECEIPTS 
Corporations, boards and commissions — - 
The Ontario Education Capital Aid Corporation . 76 — 78 73 
The Ontario Universities Capital Aid — 
GCorporationiat. Ms. uo war Shoe aeine a rrornnins 30 - 30 30 
Development Corporations ............:..... 24 — 20. 22 
Ontario-‘Fand Corporations. 2255 4. ssn es 9 1 5 
Ontario Mortgage Corporation ............... 23 ow 45 
Ontario Housing "Corporation s.052. 36 1 — 5 
The Crop Insurance Commission of Ontario ... —— it — 
Ontario Energy Corporations. =... 2 sens — a 106 
OTHert ese eee an see ee eee oe one eae ee 8 a 8 5 
Water treatment and waste control facilities ...... 31 710 53 
Loans fOMUNICID AlILIES a2 wee een ate ra one 25 | 26 Di 
Other loans and investments .............200005 18 — 19 25 
245 310 391 
DISBURSEMENTS 
Corporations, boards and commissions _ 
Development Corporations’. 2.5519. oe 37 «44 oo 
Urban Transportation Development - 
COMDOFatlOng fhe eae ghey rare, mero en ae — 3st -- 
Ontanto Land Gorpordtionr ny. rte tae eee es 24 20 19 
Ontarioihiousing Corporation fen... are ee 7. Ff 4 
The Crop Insurance Commission of Ontario ... a — 38 
The Ontario Education Capital Aid Corporation . — — 69 
COUN Err oe ene. sepa se eerie eaten nena ce 4 4 2 
Water treatment and waste control facilities ...... 126 124 139 
Loans tomunicipalitiesx. 1.5.14. ot. vavtenee ergs 34 3 40 
Other loans and investments ..............0000- 1 A 1 
233 264 351 
Net decrease in loans, advances and investments ................. . 
12 460 40 
Trust administration functions 
CREDITS 
Ren SION TUNG rn ercec urea tari een ren ore 368 363 333 
Deposit, trust and reserve accounts ............. 187 185 154 
The Province of Ontario Savings Office _ 
deposits —"net increase oF ...03 2% ence westewe ele 74 63 154 
629 611 641 
CHARGES 
PENSION TUNCS sas oe «te eros cine soot carn ee ate 93 89 84 
Deposit, trust and reserve accounts ............-. 86 84 49 
179 173 133 
Net increase in trust administration functions ..................... 450 438 508 
Total non-budgetary transactions .............. 0... cece cece ee eee 462 434 548 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of debt transactions 
for the year ended March 31, 1981 ($ millions) 


Proceeds of loans 
NON-PUBLIC 
eacners Superannuation FUNC) oie. e oe ae ee 
Canada Pension Plan Investment Fund........... 
Canada Mortgage and Housing Corporation — 
Waste: CONUOL 1OANS:... ae 5.ccs sess Lee Lee oe eam 


aa POCCRUS ONAL L008. 2s oa vc ce ag ds odes Chace eden ees 


Retirements of loans 
SCAT RS 2) WO ET Wd fp i aie ae A 2 el te eR 


PUBLIC 
ROmOCWEl AN DUT DOS CS areten. faic a Asta waren aie Gots vit 
BT ASULY DUIS TOU octets weit che 6 Acie eae ae ales 


Total retirements of loans ............. 0... ccc cece ce ccc cee eceeees 
PFE DE TRANSACTIONS UROL). Gunite foksc 4 cris QWs b odsek ok ke ee os ace ees 


Statement of Ontario Hydro transactions 
for the year ended March 31, 1981 ($ millions) 


Proceeds of debentures (note 2) ......... ccc cee eee eee 
REULEMEeENIscOmMOCDCOTUNCSs a, «sve oss derbies. «crores ieee we os 


Net increase in debentures for Ontario Hydro purposes ... 


Related advances, interest and recoveries 


POANSMOLONEAI OF AVOLO aja 4 sicd vols, oieluh ein chev ator si uate earn 
IPED este eT UTS atecge oe. 3.8 c 0 state) a Sierra naa oe Nin Cs 
Recovery of interest and debenture retirements......... 


Related advances, interest and recoveries (net) ........... 


eeeeeeoe 


eoeeeeeee 


eee eeeee 


16) 10 (0 oe 6: 6 ¢ 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of assets and liabilities 
as at March 31, 1981 ($ millions) 


Assets 


Liabilities 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Cash and temporary investments (note 1) .......0....ce2.:eee00« 
Advances to Ontario Hydro, secured by bonds (note 2) .......... 


Advances and investments — other corporations, 


boards and icommissions (nOle.3) 4.2 x eee ee ese see ee 


Investments in water treatment and waste control 


facilities (at cost less recoveries) (NOtE 4) 2.2... cee eee eee eee eee 
LOANS LOMURICIDAELCS sletevetns ter. cinta ds-c/daetg acelin are nace a 
Otheritoans andinvestments (note 5) 26.6.0. .ccsceess ectous eee 


Ota! FECOTACCASSEIS eats w oy Sars ea Oral ee ee 


IN ESC ET cee ee eee tot Bc daiesas i) Kd Das a a reece eee 


Deposits with The Province of Ontario Savings Office ............. 
PENSION TUNGS ANOLE .G))s ceseeras oo © lc alors eS Suereae eee eae mere te cee 
Deposit, trustand reserve accOUNIS © 2... eae inate ene rere eee 
Advances: payable utc ate che cis s aia niaoiessin elon ueccee en ene ain arene 
Debentures ang notes (nOte 7) 2 | <-s asec o, sateen oe ere eee cel ere ornnet 


Contingentlabilitless(WOte Bip iic< eccn Secrece welts ct heer etatet are ae ae 


Approved on behalf of the Ministry of Treasury and Economics: 


s) 


Deputy Treasurer of Ontario and Deputy Minister of Economics 


Assistant Deputy Minister, Office of the Treasury 


Notes to the financial statements 


(all figures in millions of dollars) 


1. Cash and temporary investments 


Temporary investments are recorded at cost and are predominantly short term securities issued 
or guaranteed by Canadian chartered banks. Also included are debentures and bonds issued or 
guaranteed by the Province which, at March 31, 1981, had a cash value of $60 million (1980 $56 
million) and a market value of $48 million (1980 $44 million). 


2. Advances to Ontario Hydro 


The Province, in addition to guaranteeing Ontario Hydro debt obligations, has issued $3,690 
million of U.S. dollar debentures on behalf of Ontario Hydro which have been recorded at par. 
At March 31, 1981 the Canadian dollar equivalent was $4,380 million. In 1980-81, the Province 
also borrowed $500 million for Ontario Hydro from the Canada Pension Plan in Canadian funds. 
The proceeds of all such borrowings have been advanced to Ontario Hydro in exchange for 
bonds with the same terms and conditions as the securities of the Province. 


3. Advances and investments — other corporations, boards and commissions 


1981 1980 
The Ontario Education Capital Aid Corporation .................. $1,196 $1,274 
The Ontario Universities CapitaleAld COrpOratl On, saca cei cnet: 1,144 1,174 
SE taOMicnht ape OF pObatiOMN.... . o<cns aie i.e silemborced eee au aetna 568 585 
SECA Id AINE OL DOLALION 5. yecce. can otoseya cya’ m.obv aps¥o-a/eraann, tyti dia aaudrosasiourete 51, 516 
Pete TOUSIINR OK POFatiOn, (aoc & 5 dsesste-a tines 4 44 esaeerw nod oe reves 190 195 
Pe WeSO DIMEN COLD OUALONS fo. a ca. ptarouit'sid coats areca 0/0 + wbx, hei ddA s+ coc oosie 240 216 
BE ee COUR rise han RA aN VAUN sable auctions Ldicidibie a8) « Wlateatiidete nde 276 260 

$4,131 $4,220 


The Ontario Education Capital Aid Corporation has received advances from the Province to 
purchase bonds or debentures issued by school boards for capital expansion programs. The 
securities held by the Corporation are the obligations of the individual school boards. However, 
under current support arrangements for local school boards, approved debt charges are subject 
to Provincial grants averaging 75%. Effective April 1, 1980 the loan program was replaced by 
grants to school boards from the Ministry of Education. The Corporation will continue to 
administer the repayment of the outstanding loans. 


The Ontario Universities Capital Aid Corporation, under a program which was discontinued in 
1978, received advances from the Province to purchase bonds or debentures issued by provincial 
universities, colleges, the Art Gallery of Ontario, the Royal Ontario Museum and municipalities 
on behalf of public libraries, for approved capital construction projects. The securities held by 
the Corporation are the obligations of the issuing institutions. Effective April 1, 1978 the loan 
program was replaced by grants to the institutions which in 1981 amounted to $114 million (1980 
$115 million) from the Province to cover the full amount of principal and interest due to the 
Corporation. The Corporation will continue to administer the repayment of the outstanding 
loans. 


The Ontario Mortgage Corporation has used advances from the Province to provide primary and 
secondary mortgage financing for eligible persons. The Province paid subsidies amounting to 
$2.0 million in 1981 ($2.3 million in 1980) to the Corporation for certain loans made at interest 
rates lower than cost. 


The Ontario Land Corporation was established in 1974 to assemble land for new communities 
and industrial parks. In 1978 the Corporation’s objects were broadened to include land 
development. In this connection, certain assets of the Ontario Housing Corporation including 
land leases, mortgages, mortgage guarantees, agreements for sale and lands scheduled for 
residential, industrial and commercial development, were transferred along with related 
liabilities to the Ontario Land Corporation with effect from January 1, 1979. The Province charges 
no interest on advances being used to finance land holdings. At March 31, 1981 these advances 
were $399 million (1980 $400 million). 
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The Ontario Housing Corporation plans, constructs and manages residential housing projects. 
Financing is provided by the Province and the Canada Mortgage and Housing Corporation. The 
Province’s share of the subsidy for the calendar year 1980 was $124 million (1979 $102 million). As 
described above, certain assets and liabilities were transferred to the Ontario Land Corporation 
with effect from January 1, 1979. 


The Ontario Development Corporation and the associated Eastern Ontario Development 
Corporation and Northern Ontario Development Corporation provide loans and arrange for 
provincial guarantees of bank loans to qualified enterprises. The Province has purchased an 
equity of $7 million and has advanced all funding for the lending programs of the Corporations. 
Through its budgetary expenditures, the Province also transfers to the Corporations an amount 
to defray the costs of all administrative expenses, loans made at low interest rates, certain loan 
forgiveness, honouring guarantees, and writing off loans and losses. In 1981 these transfers 
amounted to $24.3 million (1980 $24.4 million). 


4. Investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage 
systems to serve municipalities. These investments are being recovered over the life of the 
agreement with the municipalities. Agreements covering $1,022 million of the investment are for 
provincially-owned projects which are subject to service rate billings. The proceeds from billings 
are used to amortize the investment over periods up to forty years, to pay for operating costs 
and to provide a return on the investment. Certain other agreements provide for the 
accumulation of the principal portion of annual amortization payments in a sinking fund. The 
accumulated balance in such funds (included in deposit, trust and reserve accounts) was $44 
million at March 31, 1981 (1980 $41 million). Since 1978-79, the Province has changed its policy 
and is phasing out its direct investment in favour of assisting municipalities by direct grants. 


5. Other loans and investments 


Included in other loans and investments are Ministry of Health capital construction loans to 
public hospitals amounting to $198 million (1980 $217 million). During the current fiscal year, the 
Province made grants of $17.5 million (1980 $19.3 million) to assist public hospitals in meeting 
principal and interest payments. No new loans have been made since 1978 when the Ministry 
changed its public hospitals capital financial support program from loans to grants. 


6. Pension funds 


1981 1980 
Public Service Superannuation: Fund *.s:xweeme, mers 2am fe $2,072 $1,800 
Legislative Assembly Retirement Allowances Account............. 18 16 

$2,090 $1,816 


The Province maintains accounts within the Consolidated Revenue Fund for all contributions and 
interest earnings less pension payments for both the Public Service Superannuation Fund and 
Legislative Assembly Retirement Allowances Account. The amounts recorded by the Province are 
essentially the sole assets of these pension plans. 


Based on the latest actuarial report as at December 31, 1979, the Public Service Superannuation 
Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution of $7 million 
is required to be credited annually in accordance with The Pension Benefits Act. 


2. Residual unfunded liabilities of $233.5 million which are required to be amortized by annual 
payments of $33 million until January 1, 1990 and $32 million on January 1, 1991 and 1992. 


As at March 31, 1981, the Province had made all scheduled payments. 


An acturial review of the Legislative Assembly Retirement Allowances Account as at March 31, 
1981 revealed a deficit of $957 thousand. 


7. Debentures and notes 


1981 1980 
Payable in 
Years of 
Maturity Canadian United States Deutsche 
March 31 Dollars Dollars Marks Total Total 
1981 $ $ $ $ $ 140 
1982 62 40 vs 109 109 
1983 122 125 7 254 254 
1984 106 82 7 195 195 
1985 103 3 106 106 
1986 214 99 3 316 
1-5 years 607 346 27, 980 804 
6-10 years 2,472 44 6 2,522 2,314 
11-15 years 4,478 4,478 3,831 
16-20 years 7 427 479 7,906 7,360 
21-25 years 1,389 1,102 2,491 2,305 
26-30 years 174 1,738 TT S1Z 2,217 
31-35 years 69 69 51 
36-40 years 47 47 36 
$16,663 $ 3,709 S33 $20,405 $18,978 


The U.S. dollar debenture liability of $3,709 million is recorded at par with the Canadian dollar 
and with the exception of $18.1 million, has been incurred on behalf of Ontario Hydro. At 
March 31, 1981 the Canadian dollar equivalent was $4,401 million. As explained in note 2, the 
Province holds an asset of U.S. dollar bonds of Ontario Hydro recorded at a par value of 
$3,690.4 million. These bonds have the same terms and conditions as the securities of the 
Province and at March 31, 1981 the Canadian dollar equivalent was $4,380 million. 


The Province has borrowings of 114 million Deutsche Marks recorded at $33 million, the 
Canadian dollar equivalent at the time of issue. At March 31, 1981 the Canadian dollar equivalent 
was $65 million. 


8. Contingent liabilities 
The Province is guarantor of certain debt obligations as follows: 


1981 1980 
Debentures, bonds and notes 
OREO AVONOt ran ner oop. eh er es Se ORE meray. $8,182 $7 ,502 
Other Provincial crown agencies . ..0.s/c.05 luke ee oe os 5 10 
8,187 7,512 
Bank loans guaranteed 
OV MAC ANNO WTA CICLO acs. 64) 5- a Sue x eo ales ty op ass eanaiche, aeeieiese od s 8 
Corporations and individuals through various 
BOVE LIICNIE DROP UANIS. sa opts oss sis Rioliscee oipliote «| pdencueyai pune oudsoler Vitae ie) 73 
102 81 
$8,289 $7,593 
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9. Long-term leases 


The Province has long-term lease commitments for accommodation amounting to $168 million to 
1986 and an additional $118 million for years beyond 1986. The lease payments made in 1981 
amounted to $48 million. 


10. Teachers’ Superannuation Fund 


Through the budgetary expenditures of the Ministry of Education the Province makes annual 
contributions to the Teachers’ Superannuation Fund (which is administered by the Teachers’ 
Superannuation Commission) equal in amount to contributions by members. Further, the 
Province is committed to paying any deficiency in the fund. 


Based on the latest actuarial report as at December 31, 1978, the Teachers’ Superannuation Fund 
had unfunded liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $23 
million is required to be credited annually in accordance with The Pension Benefits Act. 


2. Residual unfunded liabilities of $768 million which are required to be amortized by annual 
payments of $97 million until December 31, 1989 and $94 million on December 31, 1990. 


As at March 31, 1981 the Province had made all scheduled payments. 


11. Budget figures 


The comparative budget figures in the financial statements were taken from the 1980 Ontario 
Budget which was presented by the Treasurer of Ontario to the Legislative Assembly on April 22, 
1980. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure is a provision 
for the cost of salary and employee benefit revisions likely to be approved in the fiscal year. 
These revisions, when paid however, are charged to the affected appropriations of each 
ministry. 


12. Property and sales tax grants 


As a result of legislation, payments were made during 1980-81 for two new grants for senior 
citizens, the property tax grant and the sales tax grant. These payments directly increase the 
budgetary expenditure of the Ministry of Revenue by $268 million. 


Persons who are eligible for these grants are not entitled to claim property tax and sales tax 
credits for the same year. However in 1980-81 the Province’s personal income tax revenue was 
reduced by credits claimed by individuals for the 1979 tax year since tax credits are normally 
refunded to individuals in the calendar year after the year for which they are claimed. This 
practice is consistent with that of previous years. 


13. Accelerated local government grants 


In March 1980, the government tabled Supplementary Estimates to permit earlier payment of 
grants to school boards and municipal governments. The budgetary expenditures for the 
Ministry of Education and the Ministry of Intergovernmental Affairs were increased by $82 — 
million and $143 million respectively for payments which otherwise would have been made in 
the 1980-81 fiscal year. 


14. Comparative figures 


The 1980 comparative figures have been reclassified where necessary to conform with the 1981 | 
financial statement presentation. 
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Honourable Frank S. Miller, Treasurer of Ontario 


Treasurer’s statement 


It is my pleasure to present the 1982 Financial Report of the Province of Ontario 


highlighting the major aspects of Ontario’s finances and presenting the financial statements of the 


Province, in summary form, for the fiscal year ended March 31, 1982. The Public Accounts 


submitted to the Legislature each year may be referred to for more detailed information. 


Information on the Government's ongoing financial plan is contained in the annual Budget of the 


Ontario Government. 


The past year has been particularly challenging due to the continuing high interest rates, 


inflationary pressures and the sluggish economic performance. The impact has been difficult for 


all sectors of the population and especially so for the manufacturing, industrial and agricultural 


sectors. The need to maintain levels of service provided to the citizens of Ontario and to 


undertake initiatives to promote economic development and job creation resulted in selective 


increases to the spending level compared to the forecast in the May 1981 Budget. 


Comments or questions on the contents of this Report are welcome and you are invited to 


direct them to the Office of the Treasury in the Ministry of Treasury and Economics. 


Pour obtenir des copies gratuites de 
ce rapport, il suffit d’en faire la 
demande en personne a la Librairie du 
Gouvernement de I’Ontario, 880, rue 
Bay, Toronto, ou d’écrire a l’adresse 
suivante: Centre des publications, 5° 
étage, 880, rue Bay, Toronto, Ontario, 
M7A 1N8. Téléphone: (416) 965-6015. 
Interurbains sans frais: 1-800-268-7540; 
dans le Nord-Ouest de I’Ontario: 
0-Zénith 67200. 

ISSN 0318-4005 


Toronto, August 1982 


Copies available free from the Ontario 
Government Bookstore, 880 Bay St., 
Toronto for personal shopping. 
Out-of-town customers write to 
Publications Services Section, 5th 
Floor, 880 Bay St., Toronto, Ontario, 
M7A 1N8. Telephone 965-6015. Toll 
free long distance 1-800-268-7540, in 
Northwestern Ontario 0-Zenith 67200. 
ISSN 0318-4005 
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The year in review 


The Budget plan of May 1981 
was set in a period of 
economic uncertainty. The 
foundation laid by the 
extended period of 
expenditure restraint since 
1975 however, had put the 
Province in the position of 
some flexibility to respond to 
emerging needs. The plan 
recognized the necessity of 
continuing the reasonable 
level of services the people 

of Ontario require and the 
need to promote economic 
development and job creation, 
in a time of strong inflationary 
pressure. The fiscal framework 
therefore, was set with a view 
Oe 


— encourage the private 
sector to grow and compete 
in the international and 
domestic markets, 

— maintain a reasonable level 
of services provided by the 
Province and allow for 
growth in priority areas, 

— ensure a financial balance 
consistent with long-term 
growth and employment 
generation. 


Financial highlights 


($ millions) 


Budgetary revenue 


Budgetary expenditure 


Non-budgetary transactions (net) 


Net cash requirements 


In recognition of these 
objectives, the Province had 
established the Board of 
Industrial Leadership and 
Development (BILD), under 
the chairmanship of the 
Treasurer of Ontario. In 
support of its mandate to 
coordinate and implement 
Ontario’s economic 
development strategy in 
partnership with the private 
sector, some $143 million was 
spent during the year in new 
initiatives spanning human 
resources, natural resources, 
electricity, transportation, 
communities and technology. 


The continuation of support 
services required an 
appropriate increase in the 
funding levels to recognize the 
sensitivity of Government 
spending to inflation. Several 
new initiatives were added to 
the overall health care system 
and programs to aid the 
handicapped. 


Continued high interest 
rates, inflationary pressures, 
and the downturn in the 
economy all affected the 


Provincial debt transactions — proceeds 


Province’s performance 
against the Budget plan. 


Spending performance 


Total spending exceeded the 
original Budget projections by 
$989 million. A substantial 
portion of this increase 
resulted from specific 
Government initiatives, the 
most significant of which was 
the 25% equity investment in 
Suncor Inc. 


The particular difficulties 
experienced by the farming 
community were recognized. 
Funding was increased for 
beef and hog farmers and the 
Ontario Farm Adjustment 
Assistance Program was 
introduced. Together, these 
actions increased the total 
commitment to assist farm 
producers by $81 million. 


General legislative grants 
to school boards and 
unconditional grants to 
municipalities were 
accelerated by $25 million and 
$35 million respectively. This 
acceleration alleviated interim 


1982 1981 
17,884 15,549 
19,651 16,836 

264 484 

1,503 803 
1,439 137 


financing costs of these local 
jurisdictions. A further $36 
million of provincial assistance 
on the construction of sewage 
and water treatment plants was 
recognized as negotiations 
were being finalized with 
certain municipalities to 

take over ownership 
responsibilities from the 
Province. 


Inflation and the sluggish 
economic performance 
influenced social programs, 
most significantly in the areas 
of health and social services. 
The total increase in funding 
for the operation of hospitals 
was $207 million which was 
attributable to wage 
settlements and hospitals’ 
revenue shortfalls. Increased 
caseload and benefit levels 
required an additional $70 
million for the provincial 
family benefits program and 
municipal general welfare 
assistance. 


Other significant increases 
from Budget include some $98 
million of increased capital 
spending to stimulate 
construction in educational, 
health, and cultural facilities, 
roads, and transportation 
equipment. Extra firefighting 
costs in Northern Ontario 
required an increase of $15 
million, while the continuation 
of high interest rates required 
an additional $9 million in 
public debt interest costs. 


Income performance 


While the downturn in the 
economy affected certain 
aspects of the provincial 
revenue performance, total 
income of $18,886 million was 
within 3% and above Budget. 


The most significant changes 
arose in the yield from 
personal income tax due to a 
series of upward adjustments 
made by the federal 


government in its estimate of 
the Province’s entitlement 
under the tax collection 
agreement. These comprised 
$336 million applicable to prior 
years, together with $178 
million in estimate revisions 
for the 1981 and $34 million for 
the 1982 tax years. Somewhat 
offsetting these changes to 
personal income tax estimates, 
the federal government 

also made some downward 
adjustments amounting to $103 
million for payments under 
the Established Programs 
Financing formula. 


The continued weakness 
in the economy, both 
domestically and in the 
international marketplace, 
impacted on corporate and 
mining profits. Tax revenues 
from these sources were 
substantially less than 
anticipated, dropping 10% and 
60% respectively. 


Net cash requirements 


Net cash requirements for the 
year were $1,503 million, some 
$506 million higher than 
projected in the 1981 Budget. 
Excluding the purchase of 
Suncor shares, net cash 
requirements were held within 
$181 million of the Budget 
plan. The Province was able to 
finance these requirements 
from its non-public sources: 
the Canada Pension Plan 
Investment Fund, the 
Teachers’ Superannuation 
Fund, and its own liquid 
reserves. At the same time, 
$500 million of provincial 
entitlements from the Canada 
Pension Plan Investment Fund 
was made available to Ontario 
Hydro. The Province has not 
entered the long-term public 
financial markets on its 

own account for the sixth 
consecutive year, and over the 
past two years has also been 


able to reduce the public 
financing needs of Ontario 
Hydro by the transfer of $1,000 
million of Canada Pension Plan 
funds. 


Ontario Hydro 


The Province traditionally 
borrows on behalf of Ontario 
Hydro in the United States 
public markets and advances 
the proceeds to Ontario Hydro 
on identical terms. This year 
$950 million was issued 
publicly on behalf of Ontario 
Hydro, in addition to the $500 
million transfer of Canada 
Pension Plan funds under 
flow-through arrangements. 
Following the retirement of 
$110 million of securities, the 
outstanding debt on behalf of 
Ontario Hydro amounted to 
$5,530 million. This liability 

is totally offset by the 
corresponding assets of 
Ontario Hydro securities held 
by the Province. In addition, 
securities sold by Ontario 
Hydro on its own account are 
guaranteed by the Province. 
The contingent liability for this 
purpose at March 31, 1982 was 
$4,530 million. 


Budgetary revenue 


Budgetary revenue is classified 
by four major sources, the 
largest of which is taxation 
representing some 62% of the 
total. Payments received from 
the federal government, 
relating to the current fiscal 
arrangements and shared-cost 
programs, approximate 18%. 
Health insurance premiums, 
profits from certain crown 
agencies and various fees and 
licences constitute about 

16%. Interest earned by the 
Province on the investment of 
available funds and on its 
advances to crown agencies 
contributed the balance of 
about 4% of budgetary 
revenue for the year. The chart 
provides a capsule overview of 
the comparative percentages. 


Taxation 


General taxation yielded some 
$11,088 million. The three 
major sources, personal 
income, retail sales and 
corporations taxes, repre- 
sented approximately 86% of 
the total. 


The personal income tax rate 
was raised, effective July 1, 
1981, to 48% from 44% of the 
basic federal tax. This was the 
first increase in personal tax 
rates in Ontario since 1977. 
The federal government 
collects this tax under an 
agreement with Ontario and, 
accordingly, the Province 
receives regular payments 
throughout the year based on 
federal government estimates 
made prior to the beginning of 
the fiscal year. The yield from 
this source was $4,928 million; 
an increase of more than $548 
million above the Budget proj- 
ection. This appearance of a 
strong performance was the 
result of several revisions to 
the original estimates by the 
federal government: 


e upward adjustments to 
payments received in 1980 
amounting to $336 million; 

e revisions to federal govern- 


Major sources of budgetary revenue 


pee Taxes (62.0%) 
(ents Other (38.0%) 


ment basic tax rates in 1981 
resulting in an increase of 
$178 million; 

e changes to estimates for 1982 
representing a further $34 
million. 


In 1981-82 the basic retail 
sales tax rate was 7% applic- 
able on the purchase price of 
most goods and some 
services. Some items, such as 
food and children’s clothing, 
were exempt from sales tax. 
Retail sales tax revenue 
amounted to $2,853 million, 
closely matching the Budget 
plan. 


The Province has used selec- 
tive adjustments of the retail 
sales tax to stimulate the 
Ontario economy. In 
November 1980 the Treasurer 
announced supplementary 


measures designed to provide 
the necessary stimulus in 
certain sectors of the economy 
in response to a significant 
down-turn in the sale of 
consumer durables. These 
measures removed retail sales 
tax from the sales of house- 
hold appliances, residential 
furniture, light trucks and 
vans, building materials and 
furnishings together with 
machinery and equipment 
used in the tourism industry. 
Initially, the exemption period 
was scheduled to apply from 
November 1980 to June 30, 
1981, however the exemption 
on residential furniture was 
extended to September 30, 
1981 by the 1981 Budget. The 
total reduction in taxation 
revenue from these stimulative 
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measures was $174 million. In 
the autumn of 1981, the 
Treasurer announced a 
temporary rebate of retail sales 
tax on the purchase of new 
1981 automobiles to stimulate 
lagging sales. This resulted in a 
further reduction of $20 million 
in the retail sales tax yield. 


Corporations tax comprises 
taxes on corporate income, 
capital and insurance 
premiums. While there was no 
change in the rates, the 
Budget established favourable 
treatment in the areas of 
development, exploration and 
energy efficient equipment 
acquisitions. The purpose of 
this action was to stimulate 
industrial research, develop- 
ment and the movement 
toward a greater use of energy 
efficient alternatives. The 
corporations tax revenue was 
$1,769 million; a decrease 
from the Budget estimate of 
some $193 million which can 
be directly related to the 
impact on corporate profits 
resulting from the general 
economic conditions. 


The gasoline and motor 
vehicle fuel taxes generated 
some $931 million, slightly 
higher than Budget projection. 
A change in the method of tax 
application was announced in 
the 1981 Budget. Effective May 
20, 1981, the taxes were shifted 
to a percentage of retail prices, 
an ad valorem basis, with the 
retail prices being adjusted 
quarterly beginning July 1, 
1981. The percentages estab- 
lished were 20% and 27% for 
gasoline and diesel fuel prices 
respectively. This change, 
coupled with the energy 
agreement between the 
federal government and the 
producing provinces, resulted 
in a stronger revenue perfor- 
mance. However, this was 
largely counterbalanced by 
reduced consumption due to 
the continued move toward 
smaller fuel efficient automo- 
biles. 


Tobacco tax was similarly 
altered to the ad valorem basis 
in the 1981 Budget. The tax 
rates of 36% and 30% on the 
retail price of cigarettes and 
cut tobacco respectively, 
scheduled for quarterly 
adjustment commencing July 
1, 1981, produced nearly $345 
million. This performance was 
fractionally stronger than 
Originally projected. 


The mining profits tax, 
initially projected at $140 
million, generated less than 
$56 million. This significant 
drop resulted froma 
combination of a very weak 
performance in the 
international metals markets 
and the unfavourable 
economic conditions 
generally. 


Public utilities income tax 
payments are received from 
the federal government and 
represent a partial rebate of 
federal government income 
tax paid by privately owned 
public utilities operating 
within Ontario. While the 
Budget estimate was $34 
million, the actual revenue 


received approximated only $8 
million. This unexpected 
reduction resulted from the 
federal government’s recovery 
of its overpayments to Ontario 
in respect of the 1979 taxation 
year. 


Payments from the Government 
of Canada 


Since 1977, when the federal 
and provincial governments 
agreed to revised fiscal 
arrangements, the bulk of the 
payments received each year 
related to formula cash 
payments for established 
programs. The agreement, 
which expired on March 31, 
1982, provided important flexi- 
bility to the Province in 
responding to the needs of its 
residents. These payments 
grew annually at rates 
reflecting the growth of the 
Gross National Expenditure 
and the Province’s population. 
Of the total $3,308 million 
received from the federal 
government, approximately 
$2,301 million related to estab- 
lished programs financing. The 
balance of some $1,007 million 


OHIP premiums and health related expenditures 


ES | Premium revenue 


Ontario health costs 


$ billions 


78-79 


79-80 


80-81 81-82 


covers a wide range of cost- 
sharing programs with the 
emphasis on the social fields 
of health, education and 
welfare. The most significant 
program was the Canada 
Assistance Plan, amounting to 
almost $630 million. 


Other revenue 


Premiums collected under the 
Ontario Health Insurance Plan 
(OHIP) generated some $1,179 
million, an increase of $118 
million over the previous year 
and slightly less than was 
projected in the 1981 Budget. 
An increase of 15%, effective 
in the benefit month of 
October 1981, brought the 
monthly premium rates to $23 
and $46 for single and family 
coverage respectively. The 
chart on page 6 compares 

this premium revenue to the 
Province’s health related 
expenditures. 


The profit from the retailing 
operation of the Liquor 
Control Board of Ontario was 
$502 million, a 16% increase 
over the previous year. This 


strong showing resulted from 
Budget changes increasing the 
mark-up an average of 5%. 
Revenue generated by the 
Liquor Licence Board of 
Ontario exceeded $170 
million. The 1981 Budget 
rescinded the gallonage fee 
levied on the production of 
beer for sale in Ontario and 
replaced it with a 20% mark-up 
applicable to laid-down 
production and distribution 
costs. This structural change, 
applicable to the production 
and retailing of domestic beer, 
accounted for the increase of 
some 35% over the $126 
million generated in the 
previous year. 


Profits of $137 million were 
received from the Ontario 
Lottery Corporation repre- 
senting an 18% growth over 
the previous year. The 
continued growth in lotteries’ 
profits demonstrates the 
popularity of the Lottario and 
Wintario games. 


Motor vehicle licence 
revenues dropped sharply 
generating less than $296 


Performance of major revenues 


Budget 
($ millions) 
Taxation 
— Personal income tax 4,380 
— Retail sales tax 2,831 
— Corporations tax 1,962 
— Others 1,600 
Taxation total AOu7/3 
Government of Canada 
— Established programs financing 2,403 
— Other 951 
Government of Canada total 3,354 
OHIP Premiums 1,194 
LCBO Profits and LLBO Revenues 621 
Interest 484 
Other 17,032 
Total 17,458 


million, approximately 13% 
under Budget projections. The 
decline was attributable to the 
continued movement to 
smaller engine cars and the 
severe impact that the 
economic conditions has had 
on the sales and registration of 
motor vehicles. 


Interest on loans, advances and 
investments 


The Province earned $623 
million in interest revenue 
from its loans to crown 
agencies (Ontario Hydro 
excluded) and to the munici- 
palities in support of a variety 
of municipally-oriented proj- 
ects plus the investment of the 
Province’s liquid reserves. 


Summary 


The total budgetary revenue 
for 1981-82 was $17,884 
million; an increase of $426 
million over the Budget 
projection of approximately 
$17,458 million. The table 
below highlights the perfor- 
mance of major revenue 
sources in relation to the 
Budget estimates. 


Actual Variance 
($ millions) ($ millions) 
4,928 +548 
Zod + 22 
1,769 —193 
1,538 ad 62 
11,088 +315 
2,501 —102 
1,007 +) 56. 
3,308 — 46 
4179 — 15 
672 + 51 
623 +139 
1,014 a2 18 
17,884 +426 


Budgetary expenditure 


The budgetary expenditure for 
the fiscal year totalled $19,651 
million of which some $14,263 
million, or 73%, was in the 
form of transfer payments. 
Transfer payments are paid 
directly to individuals, busi- 
nesses, municipalities, school 
boards, institutions such as 
public hospitals and univer- 
sities, and government 
agencies. The remainder, 
$5,388 million, includes 
salaries of the public service 
employees, interest costs on 
the public debt and general 
operating expenses associated 
with the administration 
supporting program delivery. 


The ministries making up 
the corporate structure of the 
Province are organized into 
four policy fields to aid in the 
coordination of the wide range 
of government activities. Three 
of the four policy fields are 
operational in nature with 
each group of ministries 
coming under the general 
coordination of a Policy 
Secretariat. The fourth field, 
General Government, 
comprises those ministries 
fulfilling central policy 
formulation or administrative 
functions. 


Social development policy field 


The operating ministries in this 
field, coordinated by the 
Social Development Policy 
Secretariat, accounted for 
some $12,492 million or about 
64% of budgetary expenditure. 


HEALTH 


Direct support through the 
provision of health services 
cost $5,776 million and repre- 
sented 29.4% of the total 
budgetary expenditure. 


The ministry paid virtually all 
the operating and capital 
expenses of the public hospi- 
tals and related facilities, some 


$2,950 million, an increase 
over the previous year of more 
than 22%. In addition, 
payments for extended and 
special care facilities, ambu- 
lance and other emergency 
services, Community health 
services and health research 
required more than $757 
million. Under the Ontario 
Health Insurance Plan (OHIP), 
patients are insured for 
medical costs in accordance 
with an approved schedule 
negotiated and agreed to 
between the Government 

and the Ontario Medical 
Association. The Plan paid 
medical claims of $1,543 
million which represents an 
increase of approximately 16% 


over the previous year. 
Payments of $167 million were 
made under the Ontario Drug 
Benefit Plan to ensure that 
Ontario’s senior citizens and 
low income groups obtain the 
necessary drugs prescribed by 
their medical practitioners. 


Ministry expenditures were 
$245 million over initial proj- 
ections, largely attributable to 
the necessary increases in 
hospital funding resulting from 
wage settlements of $118 
million plus hospitals’ revenue 
shortfalls of $87 million. The 
significant pressures on the 
expenditures reflect the 
prevailing level of inflation and 
rising demand for health 


Budgetary expenditures by policy field 


Social development (63.6%) 


(ik ea Other (36.4%) 


services. The chart on page 6 
provides a trend comparison 
of OHIP premium revenues 
and health services expendi- 
tures since 1978. 


EDUCATION 


The Government's commit- 
ment to the educational 
requirements of the Province 
represents 24% of total 
budgetary expenditure. The 
two ministries responsible for 
the provision of these services, 
the Ministry of Education and 
the Ministry of Colleges and 
Universities, are under the 
direction of one cabinet 
minister. 


The Ministry of Education 
covers the educational activity 
at the primary and secondary 
school levels. Expenditures of 
$3,045 million represent an 
increase of 17% over the 
previous year. Of this total 
more than $2,564 million was 
paid directly to the 171 school 
boards throughout Ontario 
supporting their operating and 
capital financing needs. In 
addition, the Province pays a 
substantial amount of the 
teachers’ benefits. Specifically, 
the Ministry of Education pays 
the matching employer's share 
of teacher contributions to the 
Teachers’ Superannuation 
Fund and the Superannuation 
Adjustment Fund. An annual 
amount is also paid to amor- 
tize the actuarial deficit of the 
Teachers’ Superannuation 
Fund. This action, in total, 
amounted to approximately 
$353 million. 


The Ministry of Colleges and 
Universities finances post- 
secondary educational services 
in Ontario. This sector consists 
of 16 universities, 22 Colleges 
of Applied Arts and Tech- 
nology and other institutions 
such as Ryerson Polytechnical 
Institute, Royal Military 
College in Kingston and the 
Ontario College of Art. 
Reflecting the Government’s 


belief in the importance of 
maintaining a high level of 
accessibility to post-secondary 
education, $1,547 million was 
paid to these institutions 
toward their operating and 
capital costs. This funding was 
complemented by $86 million 
in financial assistance to those 
students who demonstrate that 
they cannot fully meet their 
educational costs from their 
own resources. 


SOCIAL SERVICES 


The Ministry of Community 
and Social Services provides a 
wide range of services through 
its own facilities and by direct 
financial subsidies to institu- 
tions, municipalities and 
various special agencies 
throughout the Province. Total 
expenditure for this ministry 
was $1,770 million, an increase 
of more than $117 million over 
the 1981 Budget projections. 


Adult services include 
income maintenance paid 
directly to people with inade- 
quate financial resources and 
subsidies paid to municipal- 
ities equal to 50% of the costs 
associated with payments to 
those residents requiring 
temporary financial assistance. 
In total, some $1,006 million 
was spent in these direct forms 
of income maintenance, 
including $194 million to 
homes for senior citizens and 
for rehabilitative support 
programs for the handicapped. 
Services to children, totalling 
some $352 million, include 
mental health and juvenile 
correctional services plus child 
welfare programs provided by 
children’s aid societies and day 
nurseries. 


In addition to the services 
above, other ministries 
provide direct and indirect 
assistance to senior citizens 
and low income groups, most 
notably the Ministries of 
Municipal Affairs and Housing, 
Revenue and Health. Munic- 


ipal Affairs and Housing 
provided $142 million toward 
subsidized accommodation for 
low income citizens in 
Ontario. The Ministry of 
Revenue administers three 
social services programs, 
totalling $391 million, which 
provide substantial assistance 
to seniors. 


e Guaranteed Annual Income 
System — $97 million 

e Property Tax Grants 
— $250 million 

e Sales Tax Grants 
— $44 million 


A further $252 million was 
provided to low income 
groups in the form of Ontario 
Tax Credits. The Ministry of 
Health, through OHIP 
premium relief and the Drug 
Benefit Plan, contributed $583 
million. In total, the various 
forms of assistance to seniors 
and low income groups 
amounted to some $2,350 
million. 


Resources development policy 
field 


The eight operating ministries 
in this field are coordinated 
under the direction of the 
Resources Development Policy 
Secretariat. The ministries, 
collectively, spent some $3,388 
million representing 17.3% of 
budgetary expenditure. The 


functions relate to the broad 
spectrum of resources, 


including natural resource 
development, environmental 
protection, transportation 
systems and highway 
networks, agricultural capa- 
bility, energy issues, industrial 
development, housing and 
provincial/municipal 
relationships. 


A Government reorganiza- 
tion amalgamated the munic- 
ipal affairs and grants support 
functions from the Ministry of 
Intergovernmental Affairs with 
housing related functions into 
a newly constituted Ministry of 
Municipal Affairs and Housing. 
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TRANSPORTATION AND 
COMMUNICATIONS 


The Ministry of Transportation 
and Communications is the 
largest ministry in this field 
with total budgetary expendi- 
ture of $1,323 million. The 
construction and maintenance 
of all provincial highways falls 
within its direct responsibility 
and substantial road subsidies 
are paid to subsidize the costs 
of municipal road programs. 
The total spending on design, 
construction and maintenance 
of provincial roads was $499 
million while $451 million was 
directed to local governments 
for their road building and 
maintenance programs. As 
part of the Government’s 
commitment in the field of 
commuter transportation, the 
ministry spent $255 million 
supporting the GO train and 
express bus networks serving 
Metropolitan Toronto as well 
as subsidizing the cost of 
municipal public transporta- 
tion systems. 


MUNICIPAL AFFAIRS AND 
HOUSING 


This ministry’s most significant 
expenditure was the $637 
million in unconditional grants 
to municipalities which 
included $35 million that was 
accelerated to ease the interim 
financing burden caused by 
high interest rates. An addi- 
tional $45 million paid directly 
to municipalities, covered 
community service programs 
and a variety of urban renewal 
and downtown revitalization 
projects. 


The other major component 
of the ministry focuses on the 


housing needs of the Province. 


Subsidies paid to the Ontario 
Housing Corporation for rent- 
geared-to-income housing 
exceeded $142 million, while 
$21 million was paid to the 
Ontario Mortgage Corporation 
to stimulate the construction 
of rental accommodation in 
Ontario. 
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NATURAL RESOURCES 


The overall responsibilities of 
the Ministry of Natural 
Resources cover the adminis- 
tration of crown lands which 
represents 88% of the land 
mass in Ontario; the protec- 
tion of fish, wildlife and forest- 
ation; mineral management; 
and the provision of outdoor 
recreation facilities. The costs 
of these activities represented 
some $310 million. 


AGRICULTURE AND FOOD 


The year has been a particu- 
larly challenging one for the 
agricultural community. 
Depressed market prices 
coupled with significant 
increases in production costs, 
particularly financing costs, led 
to financial difficulties for 
certain sectors of the Ontario 
farming industry. Total 
ministry spending was $273 
million representing a 43% 
increase over Budget project- 
ions. In-year increases to assist 
the farming community in 
meeting the difficulties 
totalled $80 million, while $151 
million was provided to 
improve agricultural produc- 
tivity and to stabilize farm 
incomes. In addition, a further 
$38 million was directed to 
marketing, agricultural 
research and crop insurance. 


ENVIRONMENT 


Environmental issues have 
become increasingly complex 
due, in part, to advancing 
technology and the growing 
use of chemicals within our 
society. Some $49 million was 
spent on the regulatory and 
monitoring functions essential 
to maintain the quality of the 
environment. The operation of 
waste disposal and related 
utility plants combined with 
payments made directly to 
municipalities for the 
construction of sewage, water 
treatment facilities and trunk 
sewer systems accounted for 
$174 million. 


Justice policy field 


The overall functions of the 
four operating ministries in 
this Policy Field are directed to 
the protection of the residents 
of Ontario. The Justice Policy 
Field Secretariat coordinates 
the administration of justice, 
law enforcement, administra- 
tion of correctional facilities 
and consumer protection. 


SOLICITOR GENERAL 


The major program of this 
ministry is the operation of the 
Ontario Provincial Police. 
Some $168 million was spent in 
the direct provision of policing 
services in smaller municipal- 
ities and rural areas 
throughout the Province. A 
further $52 million was spent 
on police training, supervision 
of municipal police forces in 
Ontario and intelligence 
liaison and coordination. The 
cost of other public safety 
programs such as forensic 
science, pathology and 
coroners’ inquests totalled 
some $19 million. 


ATTORNEY GENERAL 


The administration of justice 
covers a wide range of services 
including the operation of 
courts throughout Ontario, 
contributions to the Legal Aid 
Fund to ensure that all citizens 
obtain legal representation 
regardless of their financial 
resources and various 
guardian and trustee services. 
Courts administration costs 
were $108 million while the 
contribution to the Legal Aid 
Fund was $41 million. 
Guardian and trustee services, 
coupled with payments by the 
Criminal Injuries Compensa- 
tion Board, totalled more than 
$12 million. In addition to this, 
about $8 million was spent by 
the Ministry of Government 
Services relating to the 
construction of court facilities. 


CORRECTIONAL SERVICES 


The principal activity of the 
ministry, at a cost of $137 
million, is to administer 


facilities to protect society 
from criminal offenders and to 
provide for their rehabilitative 
care. In addition, a further $29 
million was spent on parole 
and rehabilitation activities 
through community service 
programs. 


CONSUMER AND COMMERCIAL 
RELATIONS 


Protection of the public is 
achieved through the diverse 
activities of the Ministry of 
Consumer and Commercial 
Relations ranging from 
commercial standards to regu- 
lations pertaining to real and 
personal property. Of the 
ministry’s $86 million in total 
expenditure, some $25 million 
was paid for this latter func- 
tion. An additional $15 million 
was spent on regulatory activi- 
ties within the business 
community to ensure a high 
standard of business practice. 


General government 


The ministries in this group are 
those which primarily provide 
an administrative or central 
policy function. 


REVENUE 


The primary function of the 
Ministry of Revenue is tax 
collection, costing $52 million. 
In addition, a further $68 
million was spent on direct 
administration of real property 
assessment. The ministry also 
administers certain social 


programs relating to the senior 
citizens in Ontario. The 
Guaranteed Annual Income 
System, designed to provide a 
basic level of income security, 
and the Property Tax and Sales 
Tax Grants for pensioners 
totalled $391 million and were 
paid directly to individual 
recipients. This helped to 
provide additional basic 
income support for the 
approximately 850,000 senior 
citizens in the Province. 


GOVERNMENT SERVICES 


The Ministry of Government 
Services’ total expenditure was 
$310 million of which $236 
million was spent in providing 
accommodation services to all 
ministries and some crown 
agencies. A number of other 
common services is also 
provided, ranging from 
internal mail distribution, 
central purchasing and govern- 
ment printing to the provision 
of computer services. The 
expenditure by the ministry for 
these common services 
approximated $80 million of 
which $15 million was recov- 
ered from other ministries. 


NORTHERN AFFAIRS 


The Government’s commit- 
ment to the economic devel- 
opment of Northern Ontario is 
coordinated by the Ministry of 
Northern Affairs. Some $68 
million was spent on resource, 
industrial and transportation 


development and an additional 
$62 million on road construc- 
tion. A further $19 million was 
paid to the Ontario Northland 
Transportation Commission. 


TREASURY AND ECONOMICS 


The Board of Industrial Leader- 
ship and Development, under 
the chairmanship of the 
Treasurer of Ontario, includes 
cabinet ministers whose port- 
folios encompass Ontario’s 
economic development and 
regional interests. The admin- 
istrative and coordinating 
support is provided to the 
Board by a Secretariat with 
access to expertise across the 
Government. Six major stra- 
tegic themes have been identi- 
fied as having priority for 
government action: people; 
natural resources; electricity; 
transportation; communities; 
and technology. 


The pursuit of these objec- 
tives requires a high level of 
interaction with the private 
sector, other governments and 
program ministries involved in 
these key areas. Nearly $143 
million was expended on these 
initiatives in the first full year 
of operation. A portion of this 
money was paid to ministries 
to undertake specific projects. 
The remainder was paid 
directly to companies in the 
private sector in a combination 
of grants, loans and invest- 
ments reflected in the table 
below. 


Board of Industrial Leadership and Development 


Priority Areas 


People 
Resources 
Electricity 
Transportation 
Community 
Technology 
Employment 


Development Fund 


Expenditures to March 31, 1982 


Direct Loans & 

Spending Investments Total 
$000’s $000’s $000’s 
18,185 18,185 
23,075 2,390 25,465 
21,457 21,457 
26,621 26,621 

2,366 104 2,470 
Past be) 18,730 21,045 

20,404 6,962 27,366 
28,186 142,609 


114,423 
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Major components of budgetary expenditure 


Transfer payments approxi- 
mate 73% of total budgetary 
expenditure. The remaining 
portion is made up of interest 
costs and the administrative 
expenses necessary for the 
delivery of the Government 
programs. The table presented 
below summarizes the 
percentage distribution of 
expenditure. 


Transfer payments 


e Health 26.3% 

e Education 23.4 

e Social services 9.3 

e Local government 8.9 

e Other 4.7 72.6% 


Program delivery 
e Salaries and 
employee benefits 10.8% 
e Other Tess 18.1 


Interest costs 9 


Total budgetary 
expenditure 100.0% 


The graphs opposite illus- 
trate the five year trend of the 
major components of budge- 
tary expenditure. Graph 1 
provides an overview of the 
spending allocation for the 
three major components and 
reveals the overall growth in 
budgetary expenditure since 
1977-78. The program delivery 
costs component has steadily 
declined attesting to the 
success of the Government's 
restraint program. Graph 2 
focuses on the transfer 
payments component, segre- 
gated in five broad categories, 
and highlights the emphasis of 
this important component 
during the five year period. 


The Government's commit- 
ment to control discretionary 
expenditure, while meeting 
the needs of Ontario’s popula- 
tion, continues. Spending on 
the Province’s program 
delivery was 18% of total 
budgetary expenditure. Costs 
for salaries and employee 
benefits totalled $2,113 
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Graph 1: Major components of budgetary expenditure 
(as a % of budgetary expenditure) 
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Graph 2: Transfer payments by functional objective 
(as a % of total payments) 
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million, an increase of 11% 
over 1981 which was less than 
the rate of inflation. In spite of 
the scope, diversity and 
complexity of the issues facing 
Ontario, reflecting the general 
economic situation and the 
inflationary pressures, the 
program delivery costs have 
been effectively controlled. 
Graph 3, shows salaries and 
employee benefits as distinct 
from other program delivery 
costs to further demonstrate 
the effectiveness of the 
Government's control of the 
discretionary expenditure 
element. 


Interest costs associated 
with the public debt increased 
15% to some $1,832 million 
due to increased borrowing 
requirements financed at 
higher rates of interest. 


Health related expenditures 
include transfer payments and 
program delivery costs. The 
major portion of these expen- 
ditures relates to the Ministry 
of Health, however a number 
of other ministries also 
provide health services to the 
people of Ontario. Most of the 
total health related expendi- 
tures are funded from general 
revenue with the revenue from 
the Ontario Health Insurance 
Plan premiums funding only 
19%. The decline in the 
percentage relationship of 
premium revenues to health 
expenditures during the last 
five years is presented in 
Graph 4. 


Graph 3: Salaries and benefits as a % of 
budgetary expenditure 
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Graph 4: Premium revenues as a % of 
Ontario health costs 


77-78 78-79 79-80 80-81 81-82 


13 


Non-budgetary transactions 


Non-budgetary transactions 
are those relating to the 
Province’s lending, investment 
and trust administration func- 
tions. The total net activity was 
an inflow to the Consolidated 
Revenue Fund of approxi- 
mately $264 million. 


Lending and investment activity 


Traditionally, the largest 
proportion of disbursements 
has been to various crown 
agencies and municipalities. In 
total, new loans amounted to 
$544 million of which some $36 
million went to the Ontario 
Development Corporations to 
assist various industries in 
Ontario. Loans of $32 million 
were made to municipalities 
and a further $100 million was 
invested in the construction of 
water treatment and waste 
control facilities. This invest- 
ment was a reduction of 19% 
from the previous year’s $124 
million, which is in keeping 
with the Government's deci- 
sion to phase out the capital 
investment program and 
implement a system of grants 
for future capital replacement 
and maintenance costs. Tile 
drainage loans of $28 million 
were also made to municipal- 
ities, at a subsidized rate 

of interest, reflecting the 
Province’s commitment to the 
improvement of agricultural 
lands. 


In support of a new phase in 
the activities of the Ontario 
Energy Corporation, repre- 
senting a Government com- 
mitment to contribute to crude 
oil self-sufficiency for Canada 
and providing Ontario with a 
strong voice in the determina- 
tion of energy policy, the 
Province advanced $325 
million to the Corporation. 
The advance was used by the 
Ontario Energy Resources Ltd., 
a wholly owned subsidiary of 
the Ontario Energy Corpora- 
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tion to finance one-half of the 
$650 million cost of a 25% 
equity interest in Suncor Inc. 
The remainder of the purchase 
price has been financed over 
the next 10 years. 


Repayments of loans and 
investments was $342 million. 
Some $101 million was recov- 
ered from the Province’s 
investment in water and 
sewage treatment facilities, $35 
million of which resulted from 
a recognition of provincial 
assistance, as negotiations 
were being finalized with 
certain municipalities to 
assume ownership of facilities 
from the Province. Repay- 
ments from the Ontario Devel- 
opment Corporations totalled 
$31 million. The Ontario Land 
Corporation repayments of $13 
million were less than 
projected due to a decline in 
the volume of land sales 
reflecting poor market condi- 
tions. 


Trust administration 


The Province’s function as a 
trustee for a variety of special 
funds and deposit accounts 
yielded an increased net cash 
inflow to the Consolidated 
Revenue Fund over the 
previous year. This function 
encompasses pension funds, 
deposits in the Province of 
Ontario Savings Office and 
other deposit, trust and 
reserve accounts. 


Pension funds 


The Public Service Superan- 
nuation Fund is the basic 
pension plan for the Province’s 
employees. Payments into the 
Fund consist of employees’ 
and employer’s matching 
contributions, interest earned 
by the Fund and payments by 
the Province to amortize actu- 
arial deficits. Payments from 
the Fund were some $101 
million for pension benefits 


and refunds of contributions 
with interest thereon. Higher 
interest earnings and the 
unfunded liability payments 
contributed to the net increase 
of $315 million in the balance 
of the Fund. 


The Superannuation Adjust- 
ment Fund is designed to 
supplement pensions to 
partially offset the effects of 
inflation on retired employees, 
mainly civil servants and 
teachers covered by the Public 
Service Superannuation Fund 
and the Teachers’ Superannua- 
tion Fund respectively. 
Employees and the employer 
make matching contributions 
into the Fund and the balance 
earns interest at market related 
rates. The net inflow of contri- 
butions and interest earned 
was $131 million more than the 
payments made. 


Province of Ontario Savings 
Office 


The 21 branches of the Savings 
Office in Ontario accept 
interest bearing deposits from 
the general public and provide 
chequing privileges. All 
deposits are fully guaranteed 
by the Province. The funds, 
surplus to the day-to-day 
operating needs, are 
deposited with the Treasurer 
of Ontario; the current 
balance on deposit totals some 
$654 million. 


Other deposit, trust and reserve 
accounts 


The composition of this cate- 
gory of accounts is wide 
ranging and includes the 
Provincial Lottery, Super Loto, 
the Motor Vehicle Accident 
Claims Fund and various secu- 
rity deposits and trust 
accounts. The total balance of 
this category was $134 million; 
a reduction from the previous 
year of $13 million. 


Funded debt 


Ontario’s funded debt is 
defined to include those obli- 
gations that have a specified 
term to maturity and are 
secured by debt instruments 
including bonds, debentures, 
notes and treasury bills. 
Virtually all of the total 
outstanding funded debt on 
March 31, 1982 was in the form 
of long-term debentures. 


The Province continued to 
meet all of its own long-term 
financial requirements from 
non-public sources. During 
the year $1,269 million was 
borrowed from the Canada 
Pension Plan (CPP) which 
represented 65% of the total 
borrowed from non-public 
sources. This particular source 
comprises the net payments 
into the CPP by the contribu- 
tors in Ontario and is loaned 
to the Province at rates of 
interest based on Government 
of Canada long-term 
borrowing rates. These loans 
have a term of 20 years but are 
callable on six months notice 
under certain conditions. 


The other major non-public 
source of funds was the 
Teachers’ Superannuation 
Commission. The Commission 
manages the pension plan of 
the teachers in Ontario and all 
surplus funds are invested in 
provincial securities at an 
interest rate equivalent to the 
Province’s long-term public 
market borrowing costs during 
the previous year. The 
Teachers’ Superannuation 
Commission invested $670 
million during the year raising 
its total investment in Ontario 
to some $4,762 million. 


Another non-public source 
of funds available to the 
Province until December 31, 
1978, was the Ontario Munic- 
ipal Employees Retirement 
System (OMERS). OMERS 
provides a pension plan for 
employees in the local govern- 


Major components of funded debt 


| Non-public borrowing (75.6%) 
Ea Public borrowing (24.4%) 
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ment sector and, since January 
1979, has invested its excess 
revenue in the private sector. 
The outstanding funded debt 
was $1,293 million at March 31, 
1982. 


In the last six years, the 
public markets have been used 
only to raise monies for 
Ontario Hydro, and for the 
Province’s temporary 91 day 
treasury bill program which 
was discontinued in 1979-80. 


The Province borrowed $950 
million in the United States 
markets during the year on 
behalf of Ontario Hydro. 
When Ontario borrows on 
behalf of Ontario Hydro in the 
United States, the total 


proceeds flow to Ontaro 
Hydro secured by bonds with 
the same terms and conditions 
as the securities issued by the 
Province. The total 
outstanding funded debt 
borrowed in the United States 
for Ontario Hydro is now 
$4,530 million. In contrast, the 
publicly held funded debt still 
outstanding that was borrowed 
for provincial purposes was 
only $1,102 million. For the 
second consecutive year the 
Province has transferred $500 
million of its borrowings from 
CPP to Ontario Hydro on the 
same terms and conditions 
that were applied to the 
Province. This assistance has 
allowed Ontario Hydro to 
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reduce its borrowings in the 
public markets over the past 
two years by $1,000 million. 


Funded debt characteristics 


Ontario’s direct and guaran- 
teed debt consists almost 
exclusively of obligations 
issued by the Province and for 
Ontario Hydro guaranteed by 
the Province. Ontario Hydro is 
effectively the sole user of the 
Ontario guarantee in capital 
markets and 40% of Ontario’s 
direct and guaranteed funded 
debt is accounted for by them. 


Outstanding securities 
issued in the public markets 
now total 24% of all funded 
debt and, of this, 80% relates 


to issues on behalf of Ontario 
Hydro. Only $1,102 million 
that was publicly issued for the 
Province’s own purposes 
remain outstanding and the 
average term to maturity is 8.4 
years. Ontario’s ‘“own- 
purpose” debt is almost 
entirely denominated in 
Canadian dollars with $44 
million, or 0.2%, denominated 
in foreign currencies (i.e. 
United States dollars and 
German deutsche marks). As a 
result, the Province’s debt 
structure and debt servicing 
costs, are well protected 
against the effects of volatile 
exchange rates. The tables 
below provide additional 
Statistical data. 


Selected funded debt statistics as at March 31, 1982 


Publicly held 
Provincial purposes 
Ontario Hydro purposes 
Total publicly held debt 
Non-public 
Canada Pension Plan 
Teachers’ Superannuation Fund 
Other 
Total non-public debt 
Total funded debt 


* Includes transactions costs. 
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As a Average 
percentage term to 
of total maturity 
(%) (years) 
4.8 8.4 
19.6 2. 
24.4 18.9 
47.8 155 A 
20.6 16iZ 
TEs 18.6 
75.6 14.9 
100.0 15:9 


Central financing policy 


One characteristic of 
government financing in the 
Province is the extent to which 
its own financial strength has 
been used to fund the local 
government sector and its own 
agencies. It has also strictly 
controlled the use of the 
provincial guarantee almost 
exclusively to borrowings 
undertaken by Ontario Hydro. 


The centralized financing 
policy and the restricted use of 
the provincial guarantee, have 
resulted in 85% of the total 


Average annual 


Average cost* rate of growth 


to the March 31, 1978- 
Province March 31, 1982 
(%) (%) 
AO (0:9 
10.3 9.7 
9.3 3.6 
hizZ 9.9 
9.6 17.4 
9.0 4.1 
9.3 1228 
9.6 10.3 


Ontario public sector debt 
being accounted for as either 
direct or contingent liabilities 
of the Province. This policy, 
combined with significant 
transfer payment programs, 
has substantially reduced the 
use of the financial capital 
markets by municipalities, 
universities, colleges, hospi- 
tals, school boards and provin- 
cial quasi-commercial 
agencies. 


In recent years only Ontario 
Hydro and a few large munici- 
palities have issued funded 
debt to the public. Ontario 
Hydro’s public borrowings 
guaranteed by the Province 
account for over 94% of the 
reported contingent liabilities. 
Local government borrowings 
are not provincially guaran- 
teed, but there are restrictions 
in borrowing activities by the 
limitation of debt ceilings set 


Funded debt of the Ontario public sector ($ millions) 


Province of Ontario 
Direct 
Guaranteed* 
Provincial boards, 
commissions and 
corporations 
Local governments 
Universities and colleges 
Hospitals and associated 
operations 


* Excludes bank loans. 


Estimated at March 31, 1982 


Debt issued to 
Gross the Province 
debt or its agencies 


Consolidated 


by the Ontario Municipal 
Board. 


The Province therefore, by 
using its broader revenue base 
to borrow on behalf of its 
agencies, by strictly controlling 
the use of its guarantee, and 
by the surveillance of the 
Ontario Municipal Board is in 
strategic control of the debt 
raising activities in the Ontario 
public sector. 


March 31, 1981 


Consolidated 


23,122 
9,124 
1,839 
5,144 1,625 
1,273 1,162 
234 181 
40,736 2,968 


debt % debt 
23,122 61.2 20,405 
9,124 24.2 8,719 
1,839 4.9 1,517 
3,519 9.3 3,356 
111 0.3 94 

53 0.1 50 
37,768 100.0 34,141 


iv 


Selected financial and economic statistics 


($ millions) 


March 31 1978 1979 1980 1981 1982 
Consolidated revenue fund inflows 
Budgetary revenue vos cecsencres ty creme ret nee eee ern 11,099 1273272 14,214 15,549 17,884 
Non-budgetary receipts and credits ...............00ceeeee 683 911 T0e2 921 1,002 
Consolidated revenue fund outflows 
Budgetary expenditure 22275. -2gucc sp eenan aca st aces Seeepeen 12,920 135913 15,346 16,836 19,651 
Non-budgetary disbursements and charges ............ 624 500 484 437 738 
Net cash requirements 2.50:.2000 osc. on cce- ones oie sen manatees seanaes 17762 1,180 584 803 1,503 
Provincial debt transactions (net) ............sccceeeeeecceeeeeceees 1,506 1,652 1,158 968 1,363 
Ontario Hydro debt transactions (met) ..............cceceeeeeeeees 392 667 214 408 1,340 
Liabilities 
Debentures, notes and treasury bills 
Provincial: DUrpOSES © \o.cb-css.2= ene ae neces re eae 12,365 14,038 15,196 16,215 17,592 
On-behalf,ofOntaniovnydro: 23cm ee eee 2,901 3,568 3,782 4,190 5,530 
OUTNGR Se ere end tr A er Mente 2,115 2,463 2,946 b.oo8 3,784 
Total fiabilitiessee os, eee arene eee 17,381 20,069 21,924 23,738 26,906 
Contingent liabilities 
Funded debt (debentures, bonds and notes) .......... 6,124 6,644 7,514 8155 8,458 
Total contingent Hiabilittiesy.:.4...scs.01<.sonecess secs sem ene 6,212 6,734 7,601 8,257 8,966 
Ontario public sector funded debt! ...................ceeceneen eee 26,214 29,181 31,405 34,141 37,768 
Gross provincial product 
at market prices? (asec onc-s00sgc cers oe ees eeu tone name 81,492 89,112 100,168 109,574 123,716 
Gross provincial product 
in constant (197.1) Price@s*. ¥.<.c..nccesevisecs oan ncwecaetcae severance 47,517 48,855 49,761 49 ,206 50,496 
Personal income (OntariO)? .............cccceescceeeeeceecceeeecoeees 67,164 74,178 81,840 91,002 105,606 
Personal income (Ontario) per capita 
(june 1 population) tin’ dollars): .7sfvecter eee tee ae te 8,039 8,785 9,623 10,614 12,244 
Net cash requirements/GPP (%) ..........ccececeseeeeceseeeeeeenees 222 eS 0.6 GZ 1B. 
Funded debt — provincial purposes/GPP (%) ...........0eee00 {hee 15:5 1533 14.8 14.2 
Ontario public sector funded debt/GPP (%) ...............00s08 31.9 32.5 3120 30.6 30.0 


’ Ontario public sector funded debt is the funded debt of the Province and all provincial agencies, boards and commissions including 
local governments net of intra-sector borrowing. 


2 Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing in a fiscal year column are 
for the preceding calendar year. 
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Financial 
Statements 
1982 


Summary of significant accounting policies 


The accounting basis 


The following financial statements, prepared using the concept of a Consolidated Revenue Fund, have been 
designed primarily to provide an accounting of the financial resources appropriated by the Ontario Legislature. The 
fundamental requirement to report compliance with legislative authority results in a presentation of financial infor- 
mation in a manner significantly different from that used in the private sector. The accrual basis of accounting used 
in the private sector best reflects the costs incurred to earn revenues; the policies and practices followed by the 
Province under which the financial transactions of government ministries are recorded and displayed as Consoli- 
dated Revenue Fund cash inflows and outflows best accommodates reporting to the Legislature. 


The cash basis of accounting used by the Province is modified to allow for an additional thirty days to pay for 
goods and services pertaining to the fiscal year just ended. In this regard, payments to employees for the pay 
period which overlaps the fiscal year end date are apportioned between the two years. Cash inflows, on the other 
hand, are closed at March 31 for cash received or in transit. With respect to provincial crown corporations, 
agencies, boards and commissions, the financial statements of the Consolidated Revenue Fund reflect only the 
extent to which their operations have been financed or have contributed to the Fund for the year. 


Classification of transactions 


The transactions of the Province of Ontario are presented in summary form according to the four distinct areas of 
government activity through the Consolidated Revenue Fund. 


‘Budgetary Transactions” are operational activities which include the revenues raised through taxation, 
premiums, fees, licences and permits, payments from the federal government under fiscal arrangements and 
shared-cost programs and income from investments. Expenditures on government programs include payments for 
goods and services, interest on the public debt, salaries, transfer payments to individuals, municipalities and insti- 
tutions, subsidies and grants, and the acquisition or creation of fixed assets. 


‘“‘Non-Budgetary Transactions” are the lending, investment and trust administration functions which include, as 
distinct from expenditure, the government lending and investment activity in various crown corporations, agencies 
and municipalities. All of these loans and advances are repayable or represent equity holdings supported by the 
assets of the corporations. Also included in this category is the activity within deposit, trust and certain special 
purpose accounts. ‘‘Disbursements” is the term used to describe the lending and investment transactions of the 
government. ‘‘Receipts” consist of the repayment of loans or recovery of investments. ‘’Credits’”’ is the term used 
to describe payments into deposit, trust and special purpose accounts. Payments made from these same accounts 
are termed “Charges”. 


‘Debt Transactions” are the borrowing and repayment transactions which include obligations issued to both 
non-public and public sources of funds. 


“Ontario Hydro Transactions” relate to amounts borrowed by the Province on behalf of Ontario Hydro. The 
Province issues securities and advances the proceeds to Ontario Hydro in exchange for bonds with the same terms 
and conditions. Since these transactions and the ensuing retirement and debt servicing costs are the result of a 
financing alternative and are not a part of the Province’s own budget plan, they are classified separately. 


Assets and liabilities 


The assets and liabilities reported in the financial statements are financial claims which have been created by cash 
transactions. The recorded assets are claims by the Consolidated Revenue Fund on other parties. As indicated in 
the Notes to the financial statements, under current government policy, the funds required to repay some of the 
advances and loans included in the recorded assets are effectively provided out of future provincial expenditure 
appropriations. The liabilities are claims by other parties on the Consolidated Revenue Fund. Since expenditures 
on fixed assets do not represent financial claims on other parties and are not considered to differ from any other 
service to the public, they are not reported as assets but are expensed as budgetary items in the year of acquisition. 


Debentures, notes and treasury bills are recorded as liabilities at the face value of the debt instrument, and 
discount, premium and commission expenses are treated as current year budgetary transactions. The general 
resources of the Province are used for the continued orderly retirement of debt and no sinking funds are main- 
tained for this purpose. 


The contingent liabilities of the Province consist of guarantees by the Treasurer of Ontario of debt instruments 
issued by provincial agencies, boards and commissions and bank loans under certain government programs. Other 
significant commitments and liabilities are disclosed in the Notes to the financial statements. 


The net debt of the Province is the excess of liabilities over recorded assets. It is also the accumulation of all 
budgetary deficits and surpluses since Confederation. The year-to-year change in net debt is the amount by which 
budgetary revenues exceed or are less than budgetary expenditures. 
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Statement of consolidated revenue fund 


for the year ended March 31, 1982 ($ millions) 


Opening balance 


Cash and temporary investments ......... 


Budgetary transactions 


CET a A le a can MR netoae ese Aout war tana Soy oh ACE 


Non-budgetary transactions 
Loans, advances and investments 


RECOM IS meres fee re ra Pic 
DISDUISeMe Nt Sei so, soe eee oe: 


Net (increase) decrease in loans, 


aavances anaiunvestmems...... 


Trust administration functions 


GIPCCISs aeret ie for hear. tek Conta an 
CATO CS ares ee ene Sia are ca ieee ee 


Net increase in trust administration 


LURCUOMS Seep Oe eee ee 


INGU Casi FCOMNTOIMOINS | 220520 os). occcenn ooo gto cahi necede neeeenntws aes 


Debt transactions 


Ontario Hydro transactions 


Proceeds of debentures ..............ssss000- 


Related advances, interest 


AUCGIECOVELICS ia. ta oe ee ee, 


Closing balance 


Cash and temporary investments ........ 2 


Budget Actual 
1982 1981 
1,569 
17,458 15,549 
18,980 16,836 
(ine 2) (1,287) 
290 310 
226 264 
64 46 
655 [ott 
194 173 
461 438 
525 __ 484 
(997 (803) 
1,260 nS a. 
73 169 
1,187 968 
500 
92 
408 
__(408) 
1,734 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of budgetary revenue 
for the year ended March 31, 1982 ($ millions) 


Taxation 


Other revenue 


Persoralincometaxe <42). cae eee cece 
Retail Sales ha xece werent corer ocd eeetaee eae 
CORDOTALIONS tax fe. 2o cites acess sends e caedeceneaae 
CGA SONMECRAN AE eed fac atc eis igaceactt came ee 
TODACCOMAK ee ist eterna eo nee eee 
MGLORVE ICI LUE taXn: serene eee nae ses cents 
PANG LranSteIMtaK et. uss eee eine eae 
RACE UWAGKSit ak fe. 2 cc. weet aves cee ce 
IMIDE ES “DLOLUS Lax ean 1% oa. nec meee ee oneienetae 
SUCCESSION. GULY oss.c.0025+.4 nen: Piro rece ca arace 
Publicaulittes Income: (ax f42.c.-426 see ee 


Federal government income tax revenue 


SU ALAN(EC Ss waren cso wane tetcre hte Servo ee 
OCHS Ree eee os ann, hoe ee eee 


Premiums — Ontario Health Insurance Plan 
Profits from crown corporations and boards 


Liquor Control Board of Ontario ............. 

Ontario eottety Corporation cre pene sees ee 
Vehicle-registration fees~seis.c..0 tsetse ot enw 
Liquor Licence Board of Ontario revenues .. 
OthePices- andilicences.. ix voce ears teow 
finestanicdepenalties Warwwks.s aye. eee eeeeks, oe 
PIMlitviserviCe Gane CSiisc cece ten cae st ors eee ts 
RG alles rence otter. ox. che since ee ace ast swears es 
SalGera Ake LAS ade Arete teat sows esata taa 
COENGL eee aae cans ca ao cha eae ta ean seam aeee cs cease: 


Government of Canada 


Interest on loans, advances and investments 


Total budgetary revenue 


Established Programs Financing 


Casi Conn ubiOn coteiensteoece ake seek ace 


Canada nssistanieer hkl mesa: eae wear meee 
Adult Occupational Training Agreement .... 
CSD UG omen ote ees orion tee re ie eee ee 


re 


ee eee rece 


eee eee eee 


sees ereee 


eee eee eee 


ee eerste ne 


oe eeeeeee 


eee earns 


cere eeeeee 


ee eereceee 


sere reece 


eee eee eee 


sec eweene 


eww eee eee 


sere eeeee 


eee ee eeee 


ee 


eee eee eee eee eee eee eee eee ee 


17,458 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of budgetary expenditure 
for the year ended March 31, 1982 ($ millions) 


Budget 
1982 
Social development policy field 
KS HLA sce Re te, a at Se ee 5531 
a RULE SA CTO Peeters ee men eee LAN Ce ae ee 2973 
Communnity.and SOCial Services... ..s1..us0..0eoeee ee 15653 
Colleceanciniversities We. uuu) neat ante 1072 
GuUltUneranG RECreatlOn  .-ii2 ass ote av ee eee 203 
Poa MeDevClODINeMirOlCy measicue sues ee 4 
12,036 
Resources development policy field 
Transportation and Communications ................... 1,254 
municipal Attairsand HOUSING j.is.0<56s0.c0na07..0000->s 939 
MauUraIMRCSOUITCG Serer acne sete g wear Stes men eee eS 322 
ee oMUleULCLANCILOOd ein tartrate ens a One cee een ce 191 
EVAL (tmemmnney sex eniy AN ta taea Coe at ei OPA eer 202 
NOL SENGRP CV ATOR ROLE ATCTa gh cretge tanae ne tls yin Were Re ret een 87 
SPANO GLU ster eee oie ace, SAP Uae Eells ty being aoa a 56 
SOV OTA EAU: Si GPRM cei ccar Re apy se eR Re en i hn el Pe 44 
hesources Development Policy 1405 se oe eee 3 
3,098 
Justice policy field 
ROUGIOMGONELAl mare ccs cura Mince eaey ee net nde oie 225 
PU OTevE Gee lamer ie ete aunrenret ke mest neat med 184 
SOC CULON ANS CIVICOS? ara. aes nic ere ne ee ets ete 163 
Consumer and Commercial Relations ................5. 80 
PUI SIGeM ONC Pare tar ama Gis a hasaher cee en ate At eres 1 
653 
General government 
IN ERULST INES ester Re Een eT ee ee ce Us 522 
SOvemment SOmnViCGS 2. ut). - eee eee. 294 
INOMRUITE TIN ANAL ES ete, Ste es ee ee Re Oe Arley te 156 
iets Ubyea CoE COMGINICS Meee ae a heen mene ns 158 
Oreero ml he Assembler werk BHO ee ee eae 28 
iteneavermimentalpAd aise a ccc. «end ase i eaccs on 4 
(CTH ATSIE. Soe art aeons ROP i ae Re ead. RCN a 23 
1,185 
SCPC —— IN LOGESt Meas, nex sng. a heehee ea eaten do ees CeO oes 1828 
Bemancency fUNGMMOLeGLO), secs deeie ale.) ae 4.2 ooek selva ate ieee heh feet sie 185 
Total budgetary expenditure ................ccccccececcececcuccecececeuceuceusucens 18,980 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of non-budgetary transactions 
for the year ended March 31, 1982 ($ millions) 


Loans, advances and investments 
REGEIETS 
Corporations, boards and commissions 
The Ontario Education Capital Aid Corporation 
The Ontario Universities Capital Aid 
GOR DOT ALON: vers scse ene se necasren iqrisentes casa se strane 
Development Corporations: ...... 20.2... .7...0. <<. 
Ontario Mortgage Corporation ..........5...-.....- 
Ontario. Land CorponatiOnes.. we.c.. on nccmeeteae «see 
The Crop Insurance Commission of Ontario ... 
Ontario Housing Corporation ................--.+.+. 
MOTE eet ntcast poe ere eee oe aes ene ere eee te 


PGans tO MUMICIDANTCS x. acaccncuscsetecenen: seen om ane 
Other loans ana investments ..see stan een cee 


DISBURSEMENTS 
Corporations, boards and commissions 

Ontario Enerey COnpOratOn rere ee metas ee 
Development Corporations ............sese1..-ers00- 
RIDE es ew ane conten eect oats see e ent erereete 
Ontario:Eand Corporation sn. acesnee ee 
Olitatlo: Housings COrpOlanOMurecw 0s ecg. 
Urban Transportation Development 

CORPORAH ON EC... este coca ee tree eee eee 
OU ONSR meets tr. ce siogee nce eee ere eee re eee meres 


[Oans tO MUN ICI DaAHties eee st cete et sume eens ans 
Other loans and Investments 4.2 ee eee 


Net (increase) decrease in loans, advances and investments .............. 


Trust administration functions 
CREDITS 
PEWSI GUT IN State preteen ten ae een a een aeica a 
Deposit, trust and reserve account <c....-...:es-ne: 
The Province of Ontario Savings Office 
Deposits — Net ineredse ..<.25-<.t--stenecssvesaesnsae- es 


CHARGES 
PESEAS TORY TEITRCIR Or ahaa ee ae ere 
Deposit, trust anu reserve accOUnIS 2 ..csce ena 


Net increase in trust administration fUNCTIONS ...............ccce cence eee eee 


Total: non-budgetary transactions: 22).2.2500.<occiwsie sven tee tease ae one 


Budget Actual 

1982 1981 
82 78 
31 30 
22 20 
18 Le 
18 ih. 

1 v1 

1 ez 

6 8 

65 70 
ZF 26 
, ee! 
290 310 
oe) 44 
15 —= 
14 20 

) ? 

= 31 
oT 4 
126 124 
28 65 
fed eee 
226 264 
64 46 
411 363 
204 185 
ee _ 63 
655 /61t 
105 89 
89 84 
194 173 
461 438 
B25 484 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of debt transactions 
for the year ended March 31, 1982 ($ millions) 


Budget 
1982 
Proceeds of loans 
NON-PUBLIC 
Canada Pension Plan Investment Fund .............. 600 
Teachers’ Superannuation Fund ............sc0000c00%. 655 
Canada Mortgage and Housing Corporation — 
Pease OTOL LOANS vacnrdeausees Sas Monn eacae ee 5 
Notamproceeds oulaamoner si A oe 1,260 
Retirements of loans 
NCCT BL 3) Mi saanse Grni he A oie ae ae) Ge 12 
PUBLIC 
Rome cHeralipUlPOSCS= 2.80. etsashe ate Rhee eek: 61 
BIOL aU re treMmleliia oi NOANS 0.2 6y 660s -0ccotseecsoiceobsepenccsllecsincel Meee ies 
BIGISE TrANSACHOMS MME s5o.5 55005 enc ieoe035é once vavnceevsseeececeécccecccaden, 1,187 


Statement of Ontario Hydro transactions 
for the year ended March 31, 1982 ($ millions) 


PoceerOrdebenturesn public) mae an eames Ren ree ho 
ROME OU bias onset pees ets 
Reticerent Onc ebenturesi(Ublic) inna sene seen Le ne seas 


Net increase in debentures for Ontario Hydro purposes ............... 


Related advances, interest and recoveries 
POANS TO COTATI OS AVEO mejor ieta at Clee ae A cet ohare Br 
BCE SI OTC COGTIULES gears to, teste eee, Sere hae. es rome. 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Actual 
1981 


538 
569 


30 
Pi37 
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143 
169 
968 


Statement of assets and liabilities 
as at March 31, 1982 ($ millions) 


Assets 
Cash and temporary investments (NOlGs1) 02... es.scerssce es setae memes 
Advances to Ontario Hydro, secured by bonds (note 2) ................ 
Advances and investments — other corporations, boards 
ANGICOMHINISSIONS: (NOLELS) coacee aceccec seca eee eee ener 
Investments in water treatment and waste control 
facilities at cost less, recoveries) (NOG Awana. eee ere eee 
LoansitO MuUNICIPAlitieS: «1-22 eedscde cpsnet ee emene nese wanes ates Aedes 
Otherloans anainvestments (NGtess cue oer eee eee eee 
VGtal FECOKAECO ASSCES: pee was ote teen ee ee a ee aerate 
mt P2) the [a] 9] Re an pee an ee Ole Me Pa erect AU a A st 1 oe eee eg te 
Liabilities 


ay 


Deposits with The Province of Ontario Savings Office 
PENSIOMUNGS (OTe. 6) sia: sass eaeetae oa reece estriol che de voles vince nose eee 
Deposit, trust and reserve accounts 
Adwances Davable: bacco eee nnge escorts cee ee erie onc ctu ennatonace aera 
Debentures and notes (note 7) 


eee ee eee reer errr e reer eeeeeeeeeeseeeeseeee 


eee e errr eres e eres eseeesoseseeeeseeeeseseesoeee 


Contingent liabilities (note 8) 


Cee mm eee emer merce reese eeeeeeeseseeeesesseseseeeeee 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Approved on behalf of the Ministry of Treasury and Economics: 


Gm Canghtl 


T. CAMPBELL, Deputy Treasurer of Ontario and Deputy Minister of Economics 


G) WWE Petje. 


G. McINTYRE, F.C.A., Assistant Deputy Minister, Office of the Treasury 


26 


1981 


Notes to the financial statements 


(all figures in millions of dollars) 


1. Cash and temporary investments 


Temporary investments are recorded at cost and are predominantly short-term securities issued or 
guaranteed by Canadian chartered banks. Also included are debentures and bonds issued or 
guaranteed by the Province which, at March 31, 1982, had a cost value of $53 million (1981 $60 
million) and a market value of $40 million (1981 $48 million). 


2. Advances to Ontario Hydro 


The Province, in addition to guaranteeing Ontario Hydro debt obligations, has issued $4,530 million 
(1981 $3,690 million) of U.S. dollar debentures on behalf of Ontario Hydro which have been 
recorded at par. At March 31, 1982 the Canadian dollar equivalent was $5,573 million (1981 $4,380 
million). The Province has also borrowed $1,000 million (1981 $500 million) for Ontario Hydro from 
the Canada Pension Plan in Canadian funds. The proceeds of all such borrowings have been 
advanced to Ontario Hydro in exchange for bonds with the same terms and conditions as the 
securities of the Province. 


3. Advances and investments — other corporations, boards and commissions 


1982 1981 
The Omoaloecducaion Capital Aid Corporation ....--.d.c00-2 seuecass oes: $1,114 $1,196 
ihe Omatio Universities Capital Aid Corporation 2) ..c..0s....0sc00ee000 TAt3 1,144 
DD earlOrnyOntoa® er OLDOL AON ere snts ce oo s5tv en ee tenes Seems cic esies ve wane 549 568 
PORE AMORA MONS OL MOOT AU OM fee coerce fo ocak one ss ane andere aoeent teas 519 517 
OAT OMEINe (SVS OOTALIOMN fac tca chose onscn ee ivchelse- sua ndneececcee ones concen 341 16 
WEVCIO NLC MOO LOO CALLOIS: seer rete ee faa ten cae es oo aes tee re eas aee jp 240 
WiranOmuaustives OLOOlatiON terse csu.bie ate ccoe neste cutoaceees arse somes 190 190 
CANINE Rar dearth ge RST EE ae 251 2260 

$4,349 $4,131 


The Ontario Education Capital Aid Corporation had received advances from the Province until 
March 31, 1980 to purchase bonds or debentures issued by school boards for capital expansion 
programs. The securities held by the Corporation are the obligations of the individual school 
boards. However, under current support arrangements for local school boards, an average of 75% 
of approved debt charges are subject to provincial grants. Effective April 1, 1980 the loan program 
was replaced by grants to school boards from the Ministry of Education. The Corporation will 
continue to administer the repayment of the outstanding loans. 


The Ontario Universities Capital Aid Corporation had received advances from the Province until 
March 31, 1978, to purchase bonds or debentures issued by provincial universities, colleges, the Art 
Gallery of Ontario, the Royal Ontario Museum and municipalities on behalf of public libraries, for 
approved capital construction projects. The securities held by the Corporation are the obligations 
of the issuing institutions. Effective April 1, 1978 the loan program was replaced by grants from the 
Province to the institutions. Included in these grants was an amount of $112 million (1981 $114 
million) from the Province to cover the amounts of principal and interest due to the Corporation 
from institutions other than municipalities on behalf of public libraries. The Corporation will 
continue to administer the repayment of the outstanding loans. 


The Ontario Mortgage Corporation has used advances from the Province to provide primary and 
secondary mortgage financing for eligible persons. No new loans have been made since 1979. 


The Ontario Land Corporation was established to assemble land for new communities and indus- 
trial parks. In 1978 the Corporation’s objects were broadened to include land development. The 
Province charges no interest on advances being used to finance land holdings. At March 31, 1982 
these advances were $402 million (1981 $399 million). 


The Ontario Energy Corporation was established to invest and participate in energy related projects. 
The Province has made loans to and investments in the Corporation totalling $341 million, including 
in 1981 a $325 million non-interest bearing demand loan to finance the purchase of one-half of 
approximately 25% of the common shares of Suncor Inc. by Ontario Energy Resources Limited, a 
wholly owned subsidiary of the Ontario Energy Corporation. 


raf 


The Ontario Development Corporation and the associated Eastern Ontario Development Corpora- 
tion and Northern Ontario Development Corporation provide loans and arrange for provincial guar- 
antees of bank loans to qualified enterprises. The Province has purchased an equity of $7 million 
and has advanced all funding for the lending programs of the Corporations. Through its budgetary 
expenditures, the Province also transfers to the Corporations an amount to defray the costs of all 
administrative expenses, loans made at low interest rates, certain loan forgiveness, honouring guar- 
antees, and writing off loans and losses. In 1982 these transfers amounted to $31 million (1981 $24 
million). 


The Ontario Housing Corporation plans, constructs and manages residential housing projects. 
Financing is provided by the Province and the Canada Mortgage and Housing Corporation. Assisted 
housing and rent supplement operations are subsidized under a cost-sharing arrangement with the 
Canada Mortgage and Housing Corporation. The Province’s share of the subsidy for the calendar 
year 1981 was $138 million (1980 $121 million). 


4. Investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage 
systems to serve municipalities. These investments are being recovered over the life of the agree- 
ment with the municipalities. Agreements covering $1,024 million of the investment are for provin- 
cially-owned projects which are subject to service rate billings. The proceeds from billings are used 
to amortize the investment over periods up to forty years, to pay for operating costs and to provide 
a return on the investment. Certain other agreements provide for the accumulation of the principal 
portion of annual amortization payments in a sinking fund. The accumulated balance in such funds 
(included in deposit, trust and reserve accounts) was $46 million at March 31, 1982 (1981 $44 million). 
Since 1978-79, the Province has changed its policy and is phasing out investments in favour of 
assisting municipalities by direct grants. 


5. Other loans and investments 


Included in other loans and investments are Ministry of Health capital construction loans to public 
hospitals amounting to $181 million (1981 $198 million). During the current fiscal year, the Province 
made grants of $16 million (1981 $18 million) to assist public hospitals in meeting principal and 
interest payments. No new loans have been made since 1978 when the Ministry changed its public 
hospitals capital financial support program from loans to grants. 


6. Pension funds 


1982 1981 
PUDIIC Service 5 UDC Tanna RUIIG. so ca5-csa eras tnetees eee eee $2,387 $2,072 
Legislative Assembly Retirement Allowances Account ..............0665 20 18 
$2,407 $2,090 


The Province maintains accounts within the Consolidated Revenue Fund for all contributions and 
interest earnings less pension payments for both the Public Service Superannuation Fund and Legis- 
lative Assembly Retirement Allowances Account. The amounts recorded by the Province are essen- 
tially the sole assets of these pension plans. 


Based on the latest actuarial report as at December 31, 1979, the Public Service Superannuation 
Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution of $7 million is 
required to be credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $233.5 million which are required to be amortized by annual 
payments of $33 million until January 1, 1990 and $32 million on January 1, 1991 and 1992. 


As at March 31, 1982, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 31, 1982 
revealed a deficit of $702 thousand. 


7. Debentures and notes 


1982 1981 
Payable in 
Years of 
Maturity Canadian United States | Deutsche 
March 31 Dollars Dollars Marks Total Total 
1982 $ $ $ $ $ 109 
1983 22 125 7 254 254 
1984 106 82 7. 195 195 
1985 103 3 106 106 
1986 212 99 3 314 316 
1987 343 3 346 
1-5 years 886 306 23 25 980 
6-10 years 2,635 ta 2 3,082 2522 
11-15 years 5,040 29 5,069 4,478 
16-20 years 8,044 Bl 8,556 7,906 
21-25 years Migs. 1,286 3,061 2,491 
26-30 years 58 1971 2,029 lees 
31-35 years Ths) 73 69 
36-40 years 37 as es peomtT A 
$18,548 $4,548 $26 S237 122 $20,405 


The U.S. dollar debenture liability of $4,548 million (1981 $3,709 million) is recorded at par with the 
Canadian dollar and with the exception of $17.6 million (1981 $18.1 million), has been incurred on 
behalf of Ontario Hydro. At March 31, 1982 the Canadian dollar equivalent was $5,595 million (1981 
$4,401 million). As explained in note 2, the Province holds an asset of U.S. dollar bonds of Ontario 
Hydro recorded at a par value of $4,530 million (1981 $3,690 million). These bonds have the same 
terms and conditions as the securities of the Province, with a Canadian dollar equivalent as at March 
31, 1982 of $5,573 million (1981 $4,380 million). 


The Province has borrowings of 89.2 million (1981 114 million) Deutsche Marks recorded at $26 
million (1981 $33 million), the Canadian dollar equivalent at the time of issue. At March 31, 1982 the 
Canadian dollar equivalent was $45.4 million (1981 $65 million). 


8. Contingent liabilities 


The Province is guarantor of certain obligations as follows: 


1982 1981 
Debentures, bonds and notes 
TALC THTON pe VOLE OS - Stop un GPs Mat het WA RRR ASR ROE tr sa tre feat Mve teen Ch ereacaena $8,453 $8,150 
ONE ERIOVINGlAaliChOWN, ABCNCICS once. cake root uech ene te es uuasean 5 5 
8,458 8,155 
Bank loans guaranteed 
PEOVINCIALCrOW IN ASCNICIOS 35 1.5) eutie a wabetnens coe tcaeeer ons se sheG das 2 S 
Corporations and individuals through various 
BOVELNINEUL OTOP TANIS] are cteasigndl a e.cdes tus <r oaaeean sae seie ence 128 99 
130 102 
Other guarantees 
ONO LATIONS recs aut oh ge nies ta reat ts net Oe tance ea 378 = 
$8,966 $8,257 


Ve, 
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9. Teachers’ Superannuation Fund 


Through the budgetary expenditures of the Ministry of Education the Province makes annual contri- 
butions to the Teachers’ Superannuation Fund (which is administered by the Teachers’ Super- 
annuation Commission) equal in amount to contributions by members. Further, the Province is 
committed to paying any deficiency in the Fund. 


Based on the latest actuarial report as at December 31, 1978, the Teachers’ Superannuation Fund 
had unfunded liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $23 million is 
required to be credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $768 million which are required to be amortized by annual 
payments of $97 million until December 31, 1989 and $94 million on December 31, 1990. 


As at March 31, 1982 the Province had made all scheduled payments. 


10. Budget figures 


The comparative budget figures in the financial statements are from the 1981 Ontario Budget which 
was presented by the Treasurer of Ontario to the Legislative Assembly on May 19, 1981. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure is a provision for 
the cost of salary and employee benefit revisions likely to be approved in the fiscal year. These revi- 
sions, when paid however, are charged to each ministry’s appropriations. 


11. Comparative figures 


The 1981 comparative figures have been reclassified where necessary to conform with the 1982 
financial statement presentation. 
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Treasurer’s statement 


It is my pleasure to present the 1983 
Financial Report of the Province of Ontario. The 
Report highlights the major aspects of Ontario’s 
finances under the direction of my predecessor, 
the Honourable Frank S. Miller, and presents 
summarized financial statements of the — 
Province for the fiscal year ended March 31, 
13Ge: 


The past year was particularly challenging 
due to the prolonged recession and continued 
high interest rates causing record levels of 
unemployment throughout North America and 
Europe. These factors made it difficult for 
Ontario’s economy to perform as aggressively as 
it had in previous years. 


The Government continued to maintain the 
high levels of service provided to the residents of 
Ontario while undertaking initiatives aimed at 
economic development and job creation. Asa 
result expenditures were increased selectively 
during the year, but offsets from internal savings 


held the net increase to less than one percent of 
the Budget projection. 


The 1982-83 Public Accounts, which will be 
submitted to the Ontario Legislature later this 
year, may be referred to for more details. 
Information on the Government's ongoing 
financial plan is contained in the 1983 Ontario 
Budget. 7 


Comments or questions on the contents of 
this Report are welcomed and you are invited to 
direct them to the Office of the Treasury in the 
Ministry of Treasury and Economics. 


Honourable Larry Grossman, Q.C. 
Treasurer of Ontario and Minister of Economics 


Toronto, August 1983 


& 


Ontario Legislative Building 
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The year in review 


The backdrop for the framing 
of the Budget of May 1982, 
was a world economy 
struggling in the grip of a 
serious recession. Canada 
was by no means immune 
and in fact was greatly 
affected by the deep and 
continuing recession in the 
United States, our major 
trading partner. With the 
prolonged recession and 
continued high interest rates 
causing record levels of 
unemployment, it was 
difficult for Ontario’s 
economy to perform as 
aggressively as it had in the 
past. 

To meet the challenges 
facing the Ontario economy, 
certain stimulative measures 
were introduced in the 


Budget. A total of $210 
million was provided during 
the year for short-term job 
creation. These measures 
were designed to have the 
most immediate impact on 
those sectors of the economy 
with the highest potential for 
both direct and indirect job 
creation. The initiatives were 
focused on regions, 
industries and groups most 
affected by unemployment. 
They included programs 
which were mainly an 
acceleration of road 
construction and 
maintenance, repairs and 
renovations to public 
buildings and a variety of 
local government capital and 
maintenance projects. Other 
initiatives were aimed at 


farm improvement and 
agricultural drainage, co- 
operative projects with the 
Federal government and the 
expansion of youth 
employment programs. 


To stimulate employment 
in residential construction, 
and the ancillary furnishings 
and appliance industries, 
while simultaneously taking 
pressure off the rental 
accommodation market, the 
Ontario Renter-Buy Program 
was introduced. Under this 
program, $75 million was 
budgeted for interest free 
loans to renters and first time 
home buyers resulting in 
increased housing starts in 
the 4th quarter of 1982 and 
into 1983. 
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Financial highlights 


($ millions) 


Budgetary revenue 


Budgetary expenditure 


Non-budgetary transactions (net) 


Net cash requirements 


Provincial debt transactions — proceeds 


1983 1982 
19,322 17,884 
22,509 19,651 

709 264 

2,478 1,503 
2,181 1,439 


Revenue performance 


The extended economic 
recession affected most of 
the provincial revenue 
sources. In particular, retail 
sales tax and corporation tax 
yields were down as were 
revenues from mining profits, 
gasoline and fuel taxes. 
Premiums from the Ontario 
Health Insurance Plan were 
also less than the Budget 
projection. 


These reductions were 
partially offset by a number 
of adjustments made by the 
Federal government to the 
estimates of the Province’s 
personal income tax 
entitlements under the Tax 
Collection Agreement. The 
adjustments related to 
collections and assessments 
of the 1981 and prior tax 
years and revised 1982 and 
1983 estimates, netting out to 
increased payments to the 
Province of $274 million. As a 
result the total budgetary 
revenue for the Province was 
$19,322 million, only 0.8% 
below the Budget projection. 


Expenditures 


The continuation of the 
economic recession also 
affected government 
expenditures particularly for 
income maintenance. 
Caseload and benefit level 
increases in the provincial 
and municipal income 
maintenance programs 
required $106 million in 
additional funding. 


Health care costs increased 


from the budgeted 

amount by some $166 million 
to fund negotiated salary 
increases for hospital staff, 
prior years’ hospita! deficits, 
costs related to increased 
utilization of doctors services 
and the Ontario Drug Benefit 
Plan. 


Other significant increases 
from Budget included 
assistance to the agricultural 
community through a $30 
million federally-shared 
payment to the Crop 
Insurance Commission to 
alleviate insured losses on 
the tobacco crop. An 
additional $76 million was 
required to honour a 
guarantee of certain 
elements of the refinancing 
of Massey-Ferguson Limited 
under the terms of the 
agreement with the Federal 
and Provincial governments. 


These in-year expenditure 
increases were partially 
offset by a reduction from 
the original estimate of 
public debt interest costs and 
in the Teachers’ 
Superannuation Fund 
unfunded liability payment. 
This latter saving arose from 
the latest and more 
favourable triennial 
valuation of the Fund. 


In addition expenditure 
constraints were placed on 
all ministries from which 
$562 million in spending 
offsets were realized. Asa 
result, total expenditures 
went up by $218 million, or 
less than one per cent of the 


original Budget estimate. 


Net cash requirements 


Net cash requirements of 
$2,478 million were $246 
million above the Budget 
plan due substantially to the 
recessionary impact of 
increased spending 
requirements and revenue 
shortfalls. However, the 
Province once again financed 
its requirements from the 
Canada Pension Plan 
Investment Fund, the 
Teachers’ Superannuation 
Fund, and liquid reserves. 
This marked the seventh 
successive year that the 
Province did not enter long- 
term public capital markets 
for its own purposes. 


Ontario Hydro 


The Province traditionally 
borrows on behalf of Ontario 
Hydro in United States public 
markets and passes the 
proceeds through to Ontario 
Hydro on like terms. During 
the year, $600 million of 
securities was issued on 
behalf of Ontario Hydro and 
$220 million was retired. The 
year-end balance of Ontario 
debt issued for Ontario 
Hydro was $5,910 million. 
This liability is totally offset 
by the corresponding asset of 
Ontario Hydro securities held 
by the Province. In addition, 
securities issued by Ontario 
Hydro are guaranteed by the 
Province and this contingent 
liability amounted to $10,238 
million at March 31, 1983. 


Budgetary revenue 


Provincial budgetary revenue 
includes taxation, payments 
from the Federal 
government, health 
insurance premiums, other 
revenue, and interest on 
loans, advances and 
investments. 


The total budgetary 
revenue for the year was 
$19,322 million. Taxation 
represented approximately 
64% of the total. The Federal 
government’s payments on 
account of current fiscal 
arrangements and shared- 
cost programs amounted to 
17%. Health insurance 
premiums were 7%, while 
profits from certain crown 
corporations and various fees 
and licences amounted to 
9%. |Interest earned on the 
investment of available funds 
and on the advances to 
crown agencies, contributed 
the balance of 3%. 


The graph on this page and 
the table on page 6 provide 
an overview of the sources of 
budgetary revenue and their 
comparative percentages and 
highlight the performance of 
the major sources. 


Taxation 


Taxation, the largest source 
of provincial revenue, 
amounted to $12,312 million. 
Personal income taxes, retail 
sales taxes and corporation 
taxes were the three major 
components and constituted 
approximately 86% of 
taxation revenue. 


The personal income tax 
rate of 48% of Basic Federal 
Tax was increased from an 
effective rate of 46% inthe 
previous year. In fiscal 
1982-83 personal income tax 
revenue increased by $274 


Major sources of budgetary revenue 


ad Taxes (63.7%) 


Other (36.3%) 
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million over the Budget 
estimate due to the net 
impact of various Federal 
government re-estimates and 
adjustments. Revenue for the 
1982 taxation year was 
reduced as a result of 
continued weakness in 
employment and personal 
income performance. 
Offsetting these revisions 
were adjustment payments of 
$351 million for prior years. 


As in previous years, the 
retail sales tax was 
maintained at 7% of the 
retail price of taxable items 
and services. The Budget 
broadened the revenue 
base by reducing the 
number of exempted 
products and extending 
the tax to labour costs on 


repair and maintenance of 
tangible personal property. 
Changes were also 
introduced for taxation in 
the hospitality industry. 
Retail sales tax revenue 
amounted to $3,420 million, 
$257 million below the 
original projection asa 
result of economic 
conditions. 


Corporation income taxes 
include taxes on income, 
capital and insurance 
premiums. The 1982 Budget 
left the rates unchanged 
other than for small 
businesses, which were 
provided with a major 
incentive in the form of a two 
year income tax exemption. 
This incentive was designed 
to stimulate job creation by 


small business, a most 
important generator and 
preserver of jobs in Ontario. 
Total corporation tax 
revenues were $1,361 million, 
a decrease of $130 million 
from the Budget projection 
mainly because of a 
disappointing performance 
of corporate profits. 


The gasoline and fuel taxes 
generated $1,032 million, 
$114 million lower than the 
Budget projection. Although 
the Budget did not contain 
any changes to these taxes, 
the previous year’s ad 
valorem legislation had a 
favourable impact on their 
yield in 1982-83. Effective 
May 20, 1981 the taxes were 
shifted to a percentage of 
retail prices, with the 
applicable retail prices being 
adjusted quarterly. The 
revenue decrease from the. 
Budget reflects the decline in 
gasoline and aviation fuel 
consumption. 


Similar to gasoline and 
fuel taxes, the tobacco tax is 
assessed on an ad valorem 


basis with the applicable 
retail prices being adjusted 
quarterly. The 1982 Budget 
set the tax rates on cigarettes 
and cut tobacco at 40% of 
the retail prices. The total 
tobacco tax revenue was 
$448 million, $20 million 
above the original projection. 


The revenue collected 
from the land transfer tax 
totalled $100 million and was 
$25 million below the Budget 
estimate. Weak activity in 
the real estate sector during 
the first half of the year 
significantly reduced revenue 
from this source. However, a 
combination of factors such 
as a drop in interest rates, the 
Federal home ownership 
grant and the Ontario 
Renter-Buy Program 
contributed to a marked 
increase in housing activity 
towards the end of 1982 and 
into the first quarter of 1983. 


Payments from the 
Government of Canada 


For many years the Federal 
and Provincial governments 


have had cost sharing 
agreements notably in the 
social fields of health, post- 
secondary education and 
welfare. 1n 1977, the Federal 
cost sharing programs for 
health and post- secondary 
education were replaced by a 
block-funding arrangement 
known as the Established 
Programs Financing (EPF). 
Under this arrangement, 
Federal payments have been 
based ona formula which 
escalated entitlements 
according to population and 
Gross National Expenditure 
changes. In conjunction with 
the EPF arrangement, the 
Province has also received 
funds for extended health 
care. 


In April 1982, the 
Federal government 
introduced an amendment 
lowering the base on which 
EPF payments are calculated, 
resulting in total receipts by 
Ontario of $2,182 million, 
some $290 million less than 
the original legislation would 
have provided. 


Performance of major revenues 


Taxation 
— Personal income tax 
— Retail sales tax 
— Corporations tax 
— Other 


Government of Canada 
— Established programs financing 
— Other 


OHIP Premiums 

LCBO Profits and LLBO Revenues 
Interest 

Other 


Total 


($ millions) 
Budget Actual Variance 
5,584 5,858 +274 
B,OF7 3,420 -257 
1,491 1,361 -130 
1,809 12,561 1,673 12312 -136 -249 
2 AGF 2182 - 85 
1,028 3,295 163 3,345 See 50 
1,402 B65 - 37 
Vi he 743 + 26 
460 548 + OG 
1,038 SOY 4,000 3,665 - 29 =F OU 
19,471 19322 -149 


With the introduction of 
EPF, the importance of 
shared-cost programs as a 
federal transfer mechanism 
has declined. The main 
program still on this cost 
sharing basis is the Canada 
Assistance Plan, through 
which the Federal 
government shares in the cost 
of provincial welfare 
services. The payments 
received under the Canada 
Assistance Plan amounted to 
$774 million, $93 million 
above the Budget projection, 
reflecting the considerable 
increase in welfare caseloads 
and changes in benefit levels. 
Other Federal shared-cost 
programs include national 
training and bilingualism 
development. Total 
payments from the 
Government of Canada were 
$3,345 million for the year. 


Health insurance premiums 


Premiums collected under 
the Ontario Health Insurance 
Plan (OHIP) were $1,365 
million for the year. The 
Budget raised the premium 
levels, effective in the benefit 
month of October 1982, to 
monthly rates of $27 and $54 
for single and family 
coverage respectively. A 
broad program of premium 
assistance is in place for 
senior citizens, social 


assistance recipients and 
others requiring financial 
assistance. OHIP revenue 
was $37 million below the 
original projection, due in 
part, to an increase in the 
number of people requiring 
premium assistance. 


Other revenue 


The profit from the 
operations of the Liquor 
Control Board of Ontario was 
$533 million, in line with the 
Budget projection. Mark-ups 
on both the domestic and 
imported spirits were 
increased by 5 and 3 
percentage points 
respectively, effective May 
25, 1982. 


Fees and revenues from 
licences and permits 
collected by the Liquor 
Licence Board of Ontario 
were $210 million. The 
licence fees on the 
production of beer for sale in 
Ontario were increased by 
1.2 percentage points to 
21.2%. This, coupled with a 
full year’s impact of the 1981 
Budget moves which 
introduced a 20% mark-up 
applicable to laid down 
production and distribution 
cost, attributed to the strong 
showing. 


In conjunction with the 
new system of vehicle 


registration which was 
implemented by the Ministry 
of Transportation and 
Communications for the 1983 
vehicle registration year, the 
Province adopted a flat fee 
for all passenger and light- 
weight commercial vehicles. 
The revenue generated by 
vehicle registration fees was 
$280 million, $13 million 
below the Budget estimate. 


The Ontario Lottery 
Corporation contributed 
$117 million in profits from 
Wintario and Lottario. The 
profits for the year were $20 
million below the Budget 
projection. 


Interest on loans, advances 
and investments 


Interest revenues include the 
return on short-term 
investments; advances to 
crown corporations; and 
advances to municipalities in 
support of a variety of 
municipally-oriented 
projects. The Province 
generally lends its funds 
based on prevailing market 
rates and interest revenue 
from these sources amounted 
to $352 million. Management 
of the Province’s liquid 
reserves earned $196 million, 
from the investment of funds 
in the money markets. 


Budgetary expenditure 


The Government of Ontario 
administers its responsibilities 
through four main policy fields, 
which aid in the co-ordination of 
a wide range of activities. There 
are three operational policy 
fields: Social Development, 
Resources Development, and 
Justice Policy. The General 
Government group is comprised 
of those ministries fulfilling 
administrative functions and 
central policy formulation. 


The total budgetary 
expenditure for the current 
fiscal year amounted to $22,509 
million of which $16,193 million 
was in the form of transfer 
payments to institutions such as 
public hospitals, school boards, 
colleges and universities, 
municipalities, individuals, 
businesses, and government 
agencies. The remainder, $6,316 
million, included interest costs 
on the public debt, salaries and 
benefits of public service 
employees and general 
operating expenses associated 
with the administration 
supporting program delivery. 
The Statement of Budgetary 
Expenditure on page 23 gives 
details of expenditure by policy 
field. 


Social Development Policy 
Field 


The operation of ministries in 
this field constituted the major 
portion of the Ontario 
government expenditure and 
amounted to $14,121 million or 
63% of the total budgetary 
expenditure. 


The Secretariat for Social 
Development supports and co- 
ordinates the social policy 
development and also provides 
other services and information 
to Ontario residents. In 
addition, the Secretariat co- 
ordinated the Ontario Youth 
Employment Envelope. This 
together with other programs 
administered by several 


Budgetary expenditure by policy field 


[ee Social development (62.7 %) 


Resources development (16.9%) 


[penta] Justice policy (3.7%) 
[| Other 16.7%) 


ministries provided nearly 
75,000 temporary jobs for young 
people. Total expenditure for 
the youth employment 
programs was $86 million. 


CITIZENSHIP AND CULTURE 


The Ministry is responsible for a 
number of programs which 
include support for cultural 
activities and agencies, 
preservation and acquisition of 
historical resources, assistance 
to multicultural groups and 
newcomers, provision of special 
services to native people, 
support to libraries and 
community information centres, 
and the funding of capital 
projects. The total expenditure 


for the Ministry was $216 
million. 


The arts support program of 
some $64 million included 
grants to the Ontario Arts 
Council and the Ontario 
Educational Communications 
Authority. Approximately $29 
million was spent to assist 
libraries and community 
information services throughout 
the Province. 


In addition, the Ministry 
provided $82 million for capital 
projects and facilities through 
the Lottario and Wintario 
grants, and $20 million of these 
funds were directed towards the 
construction of the Ottawa and 
Toronto Convention Centres. 


HEALTH 


Total expenditure by the 
Ministry for health services was 
$6,733 million representing 
some 30% of total budgetary 
expenditure. The Ministry 
provided $3,364 million to 
hospitals and related facilities 
on account of operating 
expenses and capital costs. 


The Ontario Health Insurance 
Plan (OHIP), a comprehensive 
medical care scheme available 
to all residents, is the primary 
means by which the Province 
delivers health care services. 
Under this plan, physicians and 
practitioners received payments 
of $1,847 million for the services 
and health care they provided. 
Pensioners, social assistance 
recipients and those with low 
incomes received OHIP 
premium assistance amounting 
to some $658 million. A further 
$212 million was provided for 
free prescription drugs to these 
groups through the Ontario 
Drug Benefit Plan. 


Other expenditures totalling 
$897 million included payments 
for extended and special care 
facilities, ambulance and 
emergency health services, 
operation of public and mental 
health institutions, community 
health services and health 
related research. 


EDUCATION AND COLLEGES 
AND UNIVERSITIES 


The expenditure for education 
in Ontario by the Ministries of 
Education and Colleges and 
Universities was $5,044 million. 
The Province has carried out its 
responsibility for education by 
supporting local school boards 
for primary and secondary 
schools as well as by funding 
universities, colleges and other 
post-secondary institutions. 


The provincial expenditure 
on primary and secondary 
education has been, for the 
most part, in the form of 


transfer payments to the 186 
local school boards in Ontario. 
In 1982-83 these transfer 
payments amounted to $2,733 
million and supported the 
school boards’ operating and 
capital financing needs. In 
addition, the Ministry of 
Education paid $275 million as 
the matching employer’s share 
of teachers’ contributions for 
the Teachers’ Superannuation 
and Adjustment Funds and $39 
million for the unfunded 
liability of the Teachers’ 
Superannuation Fund. 


The post-secondary 
educational sector received 
$1,763 million from the Ministry 
of Colleges and Universities 
towards operating and capital 
costs. Funding was provided to 
16 universities, 22 Colleges of 
Applied Arts and Technology 
and others such as Ryerson 
Polytechnical Institute, Ontario 
College of Art and the Royal 
Military College. 


In addition, $109 million was 
provided in grant and loan 
guarantee assistance through 
the Ontario Student Assistance 
Program to students who 
demonstrated that they could 
not meet their tuition fees from 
their own resources. 


COMMUNITY AND SOCIAL 
SERVICES 


The Ministry provides a wide 
range of services through its 
own facilities or by direct 
financial support to institutions, 
municipalities and various 
special agencies throughout the 
Province. The total cost of 
programs administered and 
supported by the Ministry of 
Community and Social Services 
was $2,123 million. The 
programs are designed to serve 
both children and adults. 


The provincial cost of the 
services to children was some 
$479 million. The services were 
delivered through the support of 


day nurseries, mental health 
facilities and juvenile 
correctional programs of 
various types. The children’s aid 
societies were the largest 
recipient group of provincial 
assistance. 


The adult division offers 
services which include income 
maintenance, rehabilitation for 
the handicapped, financial 
support to senior citizens 
homes, support and operation 
of mental retardation facilities 
and community programs 
totalling $1,459 million. 

A significant portion of this 
expenditure, $996 million, was 
in the form of income 
maintenance to individuals 
requiring assistance on a long- 
term basis and subsidies paid to 
municipalities for a portion of 
the costs associated with 
payments to those residents 
who required temporary 
financial assistance. The 
demand for these services was 
higher due to increased 
unemployment and the 
difficulty experienced by young 
people to gain employment. 


In addition to the services 
provided by the Social 
Development Policy Field 
detailed in this section, other 
ministries have in placea 
number of direct and indirect 
assistance programs to senior 
citizens and low income groups. 
The section entitled “Major 
Components of Budgetary 
Expenditure” on page 14 shows 
the types and provincial costs of 
these programs. 


Resources Development Policy 
Field 


The Secretariat for Resources 
Development directs and co- 
ordinates the programs and 
activities of nine ministries and 
has corporate responsibility for 
Native Affairs. The services 
provided by the ministries in this 
group encompass a broad 


spectrum such as development 
of natural resources, energy 
issues, environmental 
protection, agricultural 
capability, highway networks 
and transportation systems, 
industrial development, labour, 
tourism and recreation, 
municipal/provincial 
relationships and housing. The 
combined expenditure of these 
ministries was $3,804 million, or 
17% of the total budgetary 
expenditure. 


TRANSPORTATION AND 
COMMUNICATIONS 


The Ministry of Transportation 
and Communications is directly 
responsible for all provincial 
highways in Ontario and 
contributes substantially 
towards construction and 
maintenance of municipal 
roads. The cost of design, 
construction and maintenance 
of provincial highways was $510 
million while subsidies paid to 
municipalities for their road 
programs amounted to $479 
million. 


In addition to the road 
program, the Government is 
committed to sharing in the cost 
of commuter transportation. 
The Ministry paid capital and 
operating subsidies to GO 
transit and other provincially 
initiated or sponsored 
commuter rail and bus services 
and provided capital subsidies 
for municipal transportation 
systems. The cost of these 
programs totalled $295 million. 


MUNICIPAL AFFAIRS AND 
HOUSING 


Unconditional grants to 
municipalities in the amount of 
$627 million were the Ministry’s 
most significant expenditure. 
The municipalities also received 
$28 million in direct provincial 
assistance for community 
service programs and a variety 
of urban renewal and downtown 
revitalization projects. 
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The other major expenditure 
of the Ministry was the subsidy 
of $141 million paid to the 
Ontario Housing Corporation as 
the provincial share of the costs 
of rent-geared-to-income 
housing for low income families, 
senior citizens, the physically 
disabled and the develop- 
mentally handicapped. 


The Renter-Buy program 
announced in the Budget 
provided a strong stimulus to 
the Ontario construction 
industry through interest free 
loans to renters and first time 
home buyers. The program 
administered by the Ontario 
Mortgage Corporation enabled 
12,511 Ontario residents to 
obtain interest free loans of up 
to $5,000 each, with repayment 
starting in the 11th year after 
the date of purchase. This 
program, together with the 
decline in interest rates and the 
Federal government home 
ownership grant, contributed to 
the substantial increase in the 
number of housing starts 
experienced in the 4th quarter 
of 1982 and into 1983. 


ENVIRONMENT 


The Ministry’s main role is that 
of maintaining the quality of the 
environment and it spent $58 
million on its related regulatory 
and monitoring functions. The 
expenditure for the operation of 
waste disposal and water 
treatment plants and direct 
grants to municipalities for the 
construction of sewage and 
water treatment plants and 
trunk sewers amounted to $187 
million. The Ministry of the 
Environment's total expenditure 
was $267 million. 


NATURAL RESOURCES 


The Ministry of Natural 
Resources administers the 
Crown lands which comprise 
88% of the land mass in 
Ontario. The responsibilities of 
the Ministry include the 


protection of fish, wildlife and 
forests, mineral management, 
and the provision of outdoor 
recreational facilities. In 
addition, the Ministry operates ° 
programs which provide for the 
production and harvest of 
renewable natural resources 
and encourage and regulate the 
development of the Province’s 
non-renewable resources. The 
Ministry’s total spending was 
$374 million. 


AGRICULTURE AND FOOD 


The Ministry of Agriculture and 
Food provided a series of 
educational, research and 
marketing services to the 
farming community. It also 
assisted with the upgrading of 
the productive capacity of 
farming land through funding 
for tile drainage. 


In addition the Ministry 
assisted certain farmers who 
were experiencing depressed 
markets and high production 
and financing costs. A number 
of assistance programs such as 
the Ontario Farm Adjustment 
Assistance Program and the 
Farm Income Stabilization Plan 
were in effect to help those in 
need. Assistance to farmers 
under these programs amounted 
to $25 million. 


The Province also paid $30 
million to the Crop Insurance 
Commission under a federally- 
shared program to relieve 
insured losses on the tobacco 
crop. The total expenditure for 
the Ministry was $282 million. 


INDUSTRY AND TRADE 


The Ministry’s services are 
directed mainly at the 
stimulation of investment by 
existing businesses and foreign 
investors and the support of 
growth in productive 
employment by promoting 
purchases of Canadian-made 
goods. Assistance is also 
provided for capital projects 


which emphasize development 
of Ontario industries and new 
export markets. An amount of 
$30 million was spent for trade 
and industrial development 
including the operation of 
international trade offices and 
the establishment of six BILD 
sponsored technology centres in 
Ontario. Expenditure on the 
incentive and industrial 
development programs 
administered by the 
Development Corporations 
amounted to some $34 million. 


In 1981, the Federal and 
Provincial governments agreed 
to guarantee a refinancing 
arrangement for Massey- 
Ferguson Limited and this year, 
the Ministry paid $76 million to 
acquire Ontario’s portion of the 
preferred share issue. 


TOURISM AND RECREATION 


The programs administered by 
the Ministry relate to 
development and support of 
tourism, recreational 
attractions, sports and fitness. 


Some $26 million was spent 
to provide encouragement, 
management and consulting 
services to tourist operators; to 
assist municipalities in 
developing tourism strategies 
and programs; and to promote 
Ontario, throughout Canada 
and abroad. The Ministry also 
spent approximately $20 million 
to develop, maintain and 
operate historic, natural and 
recreational resources and 
facilities. In addition, some $41 
million was directed towards 
recreation, sports and fitness to 
ensure that recreational 
facilities exist in all Ontario 
communities. 


ENERGY 


The Ministry develops the 
Government's energy policies 
and supports and operates a 
wide range of programs related 
to energy supply, conservation, 


research and demonstration of 
efficient energy utilization. 
Some $27 million was spent on 
energy conservation aimed at 
reducing the rate of growth of 
demand for energy by 
introducing non-wasteful energy 
utilization programs. The 
Ministry also directed $18 
million to the development of 
alternative and renewable 


energy supply. 


Justice Policy Field 


The primary function of the 
ministries under the direction of 
the Justice Policy Secretariat is 
the protection of Ontario 
residents. The four ministries in 
this field are responsible for the 
administration of justice, law 
enforcement, maintenance and 
administration of correctional 
facilities and consumer 
protection. The total cost of 
these programs was $832 
million. 


SOLICITOR GENERAL 


The major program of this 
Ministry is the operation of the 
Ontario Provincial Police, which 
has 4,300 uniformed staff and 
security guards. Some $187 
million was spent on providing 
direct policing services 
throughout the Province. 


Through the Ontario Police 
Commission, the Solicitor 
General supervises the activities 
of municipal police forces in 
Ontario and provides the 
required educational and 
arbitration services. In addition, 
$23 million was spent to provide 
public safety programs, forensic 
sciences and coroner’s 
investigations and inquests. 


ATTORNEY GENERAL 


The Ministry is responsible for 
various services related to the 
administration of justice. The 
operation of the Ontario courts, 
which is the Ministry’s main 


activity, cost $125 million. The 
Ministry also contributed $45 
million to the Legal Aid Fund 
ensuring that all citizens had 
access to legal representation. 


CORRECTIONAL SERVICES 


The primary function of the 
Ministry is the institutional care, 
treatment and training of adult 
offenders and $162 million was 
spent on these activities. The 
Ministry also administered 
parole and rehabilitation 
activities through community 
service programs at a cost of 
$36 million. Total expenditure 
for the Ministry was $206 
million. 


CONSUMER AND 
COMMERCIAL RELATIONS 


The Ministry provides 
protection to Ontario residents 
through the administration of 
Various programs and acts. The 
total Ministry expenditure was 
$107 million. 


Some $37 million was spent 
on the administration of 
programs which included 
property registration, inspection 
of elevators and pressure 
vessels, fuel safety and building 
codes. 


Through the Ontario 
Securities Commission (OSC), 
the Ministry administers the 
Securities and Commodity 
Futures Acts. The OSC provides 
information and protection to 
investors and ensures that the 
Canadian capital and 
commodity future markets 
operate efficiently and with 
integrity. The Ministry also 
monitors the financial status 
and organizational structure of 
insurance companies, loan and 
trust Companies and other 
financial institutions such as 
credit unions and co-operatives. 
The cost of these commercial 
standards programs was $23 
million for the year. 


1] 


General Government 


The ministries in this group are 
those which primarily provide 
an administrative or central 
policy function. 


NORTHERN AFFAIRS 


The Government’s commitment 
to the economic development 
of Northern Ontario is carried 
out and co-ordinated by this 
Ministry. Expenditures on 
resource, industrial and 
transportation development 
were $65 million while an 
additional $64 million was spent 
on road construction. Subsidies 
onrail, ferry and air services 
paid to the Ontario Northland 
Transportation Commission 
were $20 million. 


GOVERNMENT SERVICES 


The main function of the 
Ministry is the provision of 
accommodation to all ministries 
and some crown agencies. This 
year the Ministry was also 
involved with the relocation of 
the Ministry of Revenue to 
Oshawa and parts of the 
Ministries of Health and 
Transportation and 
Communications to Kingston. 
These moves were designed to 
further decentralize the 
operations of the Government 
and provide employment in 
those two areas of the Province. 


Accommodation costs were 
$299 million of which $100 
million was spent on the 
maintenance and upkeep of 
government-owned or leased 
buildings throughout the 
Province. 


Other services for which the 
Ministry is responsible are the 
internal mail distribution, 
provision of government 
computer services, the central 
purchasing function and 
printing. The services are 
performed centrally to achieve 
efficiency through economies of 
scale. The Ministry of 
Government Services recovers 
part of the program costs from 
the ministries on behalf of 
which the services are 
performed. 
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REVENUE 


The Ministry is the largest in this 
group and is responsible mainly 
for tax collection and the 
administration of real property 
assessment on behalf of local 
governments. Other functions 
of the Ministry include 
payments in the form of 
Property Tax Grants, Home 
Heating and Sales Tax Grants, 
totalling $337 million and 
benefiting approximately 
906,000 Ontario senior citizens. 
Payments under the Guaranteed 
Annual Income System (GAINS), 
a system designed to provide 
pensioners with a basic level of 
income security, amounted to 
$89 million. Total expenditure 
for the Ministry was $612 
million. 


TREASURY AND ECONOMICS 


The Ministry develops and 
directs all fiscal, financial, 
taxation, accounting, economic 
and related policies. It is 
responsible for the reporting of 
the Province’s financial 
information to the Legislature, 
investors and the public and for 
providing recommendations on 
the management and direction 
of the borrowing and 
investment activities. 


Another function of the 
Ministry relates to advising and 
assisting the Treasurer and the 
Government in formulating the 
Ontario Budget which includes 


the fiscal framework, 
expenditure priorities, revenue 
targets, objectives and 
economic initiatives. The 
federal-provincial and 
provincial-local government 
finance policies are also 
initiated and developed by the 
Ministry. 


Total expenditure for the 
Ministry was $2,511 million 
which included the public debt 
interest costs in the amount of 
$2,110 million. 


As in the previous year, the 
initiation and co-ordination of 
the Province’s economic 
development strategy was 
carried out by the Board of 
Industrial Leadership and 
Development (BILD), a Cabinet 
committee chaired by the 
Treasurer of Ontario. Spending 
on BILD initiatives including 
both budgetary and non- 
budgetary expenditures totalled 
$166 million. A portion of this 
money was paid to ministries to 
undertake specific projects. The 
remainder was paid directly to 
companies in the private sector 
ina combination of grants, 
loans and investments, as 
reflected in the table below. 


In addition, BILD was 
responsible for the overall 
administration and co- 
ordination of short-term 
employment creation programs. 
The provincial expenditure for 
these programs was $210 million 
and provided nearly 54,000 jobs. 


Board of Industrial Leadership and Development 


Expenditures for the year ended March 31, 1983 
($000’s) 


Direct 

Priority Areas Spending 
People 24,060 
Resources 43,806 
Electricity 800 
Transportation Ba 
Community BOA 
Technology 34,590 
Employment 

Development Fund 8,000 


152,822 


Loans & 
Investments Total 

24,060 
90 43,896 
800 
3772 
472 6,266 
hry 46,967 
8,000 

12939 


165,761 


Major components of budgetary expenditure 


Transfer payments amounted to Graph 1: Major components as a % of 

$16,193 million and represented budgetary expenditure <hillions 
71.9% of total budgetary 
expenditure. The remaining 
portion is made up of the 
administrative expenses 
necessary for the delivery of the 
Government programs and 
interest costs. The table below 
summarizes these costs and 
shows the percentage 
distribution of budgetary 
expenditure. 


22.5 


20 


15 


$ 
millions 71.8% 
Transfer payments Transfer payments 
e Health care 5,998 266% 
e Educational 
expenditure 4,903 21.8% & 
e Social 
services 2534 11.2% 90% 
¢ Local Program delivery 
government 1,822 81% | | i 
e Other 936 42% Public debt interest} 8.8% | 2% 
16,193 71.9% 78-79 79-80 80-81 81-82 82-83 : 
Program delivery 
e® Salaries and 
employee benefits 2,354 10.4% Graph 2: Transfer payments by functional objective 
° Other 1,852 _83% (asa % of total payments) 
4,206 18.7% 100% 
Interest costs 2,110 9.4% 
Total budgetary Health 
expenditure 22,509 100.0% 
Graphs 1 and 2 illustrate the 
five year trend of the major 
components of budgetary 
expenditure. 
Health related expenditure Education 
includes transfer payments to 
hospitals, payments to doctors, 
and program delivery costs. 
Most of these expenditures are 
funded from general revenue Local government 
with the Ontario Health 
Insurance Plan premiums 
contributing approximately Socialiservices 
19%. Graph 3 on the next page Other , 
eeu Premium "78-79 79-80 80-81 81-82 82-83 ae 
revenue to the Province’s health 
related expenditure. 
Education constituted some 
22% of total budgetary Ontario’s work force is among million, 9.4% of total budgetary 
expenditure underlining the the most skilled and highly expenditure, up from 9.3% in 
Government’s continued educated in the world. the previous year reflecting 
commitment to invest ina increased borrowing 
broad base of educational Interest costs associated with requirements and high interest 
institutions. As a result, the public debt were $2,110 rates. 


is: 


Social assistance to senior 
citizens and low income groups 
totalling $2,287 million was 
provided directly and indirectly 
by various programs. The table 
below indicates the types and 
costs of these programs. 


$ millions 

e Income maintenance 

including support to 

homes for senior citizens 

and rehabilitative 

programs for the 

handicapped 
e Property Tax Grants & 

Home Heating Grants to 

senior citizens TDS 
¢ Ontario Tax Credits 

provided to low income 

groups 275 
e Drug Benefit Plan 212 
e Subsidized accom- 

modation for low income 

citizens 141 
¢ Guaranteed Annual 

Income System (GAINS) 


233 


for senior citizens 89 

e Sales Tax Grants to 
senior citizens 44 
2,287 


The Government's 
commitment to control 
discretionary expenditure, while 
meeting the needs of Ontario’s 
population, continues. Spending 
on the Province’s program 
delivery was 18.7% of total 
budgetary expenditure. While 
the standard of services has 
remained high, Ontario’s 
spending has been constrained 
by good management and 
administration. The existence of 
economies of scale in program 
delivery has allowed the 
Province to continue to deliver 
its services at low per unit costs. 
The savings achieved are quite 
significant in a province like 
Ontario, which has a diversified 
economy and a highly 
urbanized population. 


The cost of salaries and 
employee benefits for the year 
totalled $2,354 million. Graph 4 
shows salaries and employee 
benefits as distinct from other 
program delivery costs. 


Under the Inflation Restraint 
Act, effective September 21, 
1982 public sector salaries, 
wages and benefits have been 
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Graph 3: OHIP premiums and health related expenditures 


ee Ontario health costs covered 
by OHIP premiums 
Ontario health costs financed 
by general revenues 


78-79 


79-80 


$ billions 
7.2 


2.0 


80-81 81-82 82-83 


Graph 4: Salaries and benefits as a % of budgetary expenditure 


78-79 79-80 


restricted to an increase of 5% 
during the legislation’s control 
year. The Inflation Restraint 
Board is overseeing the 
effective implementation of the 
Government's restraint program 
regarding public sector wages 
and provincially administered 
prices. 


The salaries of civil servants 


11.3 


10.8 


10.4 


10.0 


81-82 82-83 


80-81 


at the most senior levels have 
grown at less than half the rate 
of inflation since 1973 keeping 
their salaries below those in 
many other governments and 
the private sector. The number 
of public servants has decreased 
by 6.6% since 1975, to 81,000 
from 87,000 while the general 
population increased by 7.6%. 


Non-budgetary transactions 


The Province’s non-budgetary 
transactions relate to lending, 
investment and trust 
administration functions. These 
activities, which are additional 
to the normal grant support and 
administrative operations, 
generated net inflows of $709 
million to the Consolidated 
Revenue Fund. 


Lending and investment activity 


In recent years the largest 
proportion of loans and 
investments has been to various 
crown agencies and 
municipalities. 


Loans to municipalities 
amounted to $33 million of 
which $29 million was provided 
to municipalities for tile 
drainage loans at subsidized 
rates of interest. This program 
has grown steadily in the last 
few years and represents the 
Government’s continued 
commitment to improve the 
productive capacity of 
agricultural lands in Ontario. 
Further, some $72 million was 
invested in the construction of 
water treatment and waste 
control facilities. 


Repayments of loans and 
advances were $341 million. 
Some $68 million was recovered 
from the Province’s investment 
in water and sewage treatment 
facilities, $25 million of which 
resulted from a recognition of 
provincial assistance, as 
negotiations were being 
finalized with certain 
municipalities to assume 
ownership of facilities from the 
Province. Further, outstanding 
advances to the Education and 
University Capital Aid 
Corporations were reduced by 
some $119 million. The Ontario 
Land Corporation which merged 
with the Ontario Mortgage 
Corporation during the year, 
was able to repay $67 million of 
its advances as a result of 
additional land sales and 
collection of mortgages. 


Trust administration 


The Province’s function asa 
trustee for a variety of special 
funds and deposit accounts 
yielded net cash inflows of $549 
million to the Consolidated 
Revenue Fund. This function 
encompasses pension funds, 
deposits with the Province of 
Ontario Savings Office, the 
interprovincial lottery trust fund 
and other deposit, trust and 
reserve accounts. 


Pension funds 


The Public Service 
Superannuation Fund is the 
basic pension plan for the 
Province’s employees. 
Payments into the fund of some 
$485 million consisted of 
employees’ and employer’s 
matching contributions, interest 
earned by the Fund and 
payments made by the Province 
to amortize actuarial deficits. 
Payments out of the Fund, in the 
form of pension benefits and 
refunds of contributions 
including interest, totalled some 
$109 million. 


The Superannuation 
Adjustment Fund is a pay-as- 
you-go plan designed to provide 
a pension supplement to 
partially offset the effects of 
inflation for retired employees, 
mainly civil servants and 
teachers covered by both the 
Public Service Superannuation 
Fund and the Teachers’ 
Superannuation Fund. Under 
Superannuation Adjustment 
Fund arrangements, the 
employees and the employer 
make matching contributions 
and the Fund balance earns 
interest at market related rates. 
The inflow of the combined 
contributions and interest 
exceeded the payments made 
by $155 million. 


The financial aspects of the 
pension funds are further 
explained in Note 6 to the 
financial statements on page 28. 


Province of Ontario Savings 
Office 


The 21 branches of the Savings 
Office in Ontario accept 
interest bearing deposits from 
the general public and provide 
chequing privileges. All deposits 
are fully guaranteed by the 
Province. The funds, surplus to 
the day-to-day operating needs, 
are deposited with the Treasurer 
of Ontario. The balance on 
deposit at year end totalled 
$674 million. 


Other deposit, trust and reserve 
accounts 


This category encompasses a 
variety of accounts including 
trust funds for the 
interprovincial lotteries, the 
Motor Vehicle Accident Claims 
Fund, and several security 
deposits and trust accounts. The 
total balance of this group of 
accounts was $128 million. 
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Funded debt 


Ontario’s funded debt is defined 
to include those obligations that 
have a specified term to 
maturity and are secured by 
debt instruments including 
bonds, debentures, notes and 
treasury bills. Virtually all of the 
total outstanding funded debt 
at March 31, 1983 was in the 
form of long-term debentures. 


In fiscal 1982-83, the Province 
continued to meet all of its own 
long-term financial 
requirements from non-public 
sources. During the year $1,236 
million was borrowed from the 
Canada Pension Plan (CPP) 
which represented 57% of the 
total borrowed from non-public 
sources. This particular source 
comprises the net payments into 
the CPP by the contributors in 
Ontario. Funds are loaned to the 
Province at rates of interest 
based on Government of 
Canada long-term borrowing 
rates. These loans have a term 
of 20 years but are callable on 
six months notice under certain 
conditions. 


The other major non-public 
source of funds was the 
Teachers’ Superannuation 
Commission. The Commission 
manages the pension plan of the 
teachers in Ontario and its 
surplus funds are invested in 
provincial securities at an 
interest rate based on the 
Province’s long-term public 
market borrowing costs during 


the previous year. The Teachers’ 


Superannuation Commission 
invested $945 million during the 
year raising its total investment 
in Ontario securities to $5,633 
million. 


Another non-public source of 
funds available to the Province 
until December 31, 1978, was 
the Ontario Municipal 
Employees Retirement System 
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Major components of funded debt 
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Non-public borrowing (76.7%) 
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(OMERS). OMERS provides a 
pension plan for employees in 
the local government sector 
and, since January 1979, has 
invested its excess revenue in 
the private sector. The 
outstanding funded debt owing 
to OMERS was $1,293 million at 
March 31, 1983. 


In the last seven years, 
Ontario’s public market 
borrowings have been restricted 
to raising funds for Ontario 
Hydro, or for the Province’s 
temporary 91 day treasury bill 
program which was 
discontinued in 1979-80. 


The Province borrowed $600 
million in the United States 
during the year for Ontario 
Hydro. When Ontario borrows 
on Ontario Hydro’s behalf the 
proceeds are advanced to 
Ontario Hydro, secured by 
bonds bearing like terms and 
conditions to the securities 
issued by the Province. At 
March 31, 1983, the total 
outstanding funded debt 
borrowed in the United States 
for Ontario Hydro was $4,910 
million. In contrast, the publicly 
held funded debt borrowed for 
provincial purposes was $1,055 
million. 


Funded debt characteristics 


Ontario’s direct and guaranteed 
debt comprises: direct 
obligations issued by the 
Province for its own purposes 
and for Ontario Hydro; and 
guaranteed obligations issued 
by others and guaranteed by the 
Province. Ontario Hydro 
accounts for all but $5 million 
of the guaranteed debt making 
it effectively the sole user of the 
provincial guarantee in the 
capital markets. 


Provincial securities issued in 
the public markets, including 
those issued for Ontario Hydro, 
represented 23% of direct 
funded debt, the balance being 
issued to non-public sources. 
The average term to maturity of 
Ontario’s own purpose debt was 
7.7 years, while that issued for 
Ontario Hydro was 20.3 years. 


Central financing policy 


One characteristic of the 
Province’s financing is the 
extent to which its own financial 
strength has been used to fund 
the local government sector and 
its own agencies. It has also 
carefully controlled the use of 
the provincial guarantee 
restricting it almost exclusively 
to borrowings undertaken by 
Ontario Hydro. 


The centralized financing 
policy and the control exercised 
over the use of the provincial 
guarantee, have resulted in 87% 
of the total Ontario public 
sector debt being accounted for 
as either direct or contingent 
liabilities of the Province. This 
policy, combined with 
significant transfer payment 
programs, has substantially 
reduced the use of the capital 
markets by municipalities, 


universities, colleges, hospitals, 
school boards and other 
provincial agencies. Of these 
agencies, only Ontario Hydro 
and a few large municipalities 
have issued funded debt to the 
public in recent years. Ontario 
Hydro’s public borrowings 
guaranteed by the Province 
accounted for 95% of the 
reported contingent liabilities. 
Although local government 
borrowings are not provincially 
guaranteed, their borrowing 
activities are monitored by the 
Ontario Municipal Board. 


The Province therefore, by 
using its broader revenue base 
to borrow on behalf of its 
agencies, by restricting the use 
of its guarantee, and by the 
surveillance of the Ontario 
Municipal Board, maintains 
control over the debt raising 
activities of the Ontario public 
sector. 


ae ee eee es 
Consolidated Funded Debt of the Ontario Public Sector 


Interim Actual 
March 31/83 March 31/82 
($ millions) % ($ millions) % 
Provincial Direct and Guaranteed 
Direct debt issued for — Provincial purposes 19,643 46.9 177592 46.9 
— Ontario Hydro 5,910 14.1 5,530 AY 
Guaranteed Debt — Ontario Hydro and other* 11/024 26.3 9124 24:3 
Sub-Total OED 17, 87.3 32,246 65.9 
Other Public Sector 
Provincial Agencies 1,809 43 1,835 49 
Local Government Sector 3,374 8.0 3,294 8.8 
University and Hospital Sector dies) 0.4 165 0.4 
Sub-Total SOOO UA 5,294 14.1 
Total 41,915 100.0 37,540 100.0 


* Excludes bank loans 
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Selected financial and economic statistics 


($ millions) 


March 31 1983 1982 1981 1980 1979 
Consolidated revenue fund inflows 
Budgetary revenue oo raat aise cena: eee ee 19,322 17,884 15,549 14,214 9 2322 
Non-budgetary receipts and credits ............... 1,111 1,002 921 032 911 


Consolidated revenue fund outflows 


Budgetary.expendituren 2g se es en ee 22,509 19,651 16,836 15/346) 131913 
Non-budgetary disbursements and charges ......... 402 738 437 484 500 
Net cash requirementsii¢ 2) Bie 4 eee 2,478 1503 803 584 1,180 
Provincial debt transactions (net)..................... 2,051 1,363 968 13533 1,652 
Ontario Hydro debt transactions (net) ................. 380 1,340 408 214 667 
Liabilities 
Direct funded debt issued for 
— Provincial purposes sein ..-.t a en eee 19,643 17,592 TO sZt 15,196 14,038 
— Ontano. Hydro. sees. eae, cae ee ere 5,910 5530 4190 SOL 3,568 
Other: oo s ek Pee ee as. oe 4,333 3,784 3333 2,946 2,463 
Total abilities +5 2 ance eeheceare our ae 29,886 26,906 23,738 21,924 20,069 


Contingent liabilities) "32? so ee eee 10,823 8,964 8,255 7,599 6,734 
Ontario public sector funded debt:................... 41,915 37,540 34,128 31,899 29,614 


Gross provincial product 


atmarket priGes2e( <5 i Oe est ee Oe ee 132,403. 126,115 110,991 100,718 89,918 
Gross provincial product 

in. constant (1971) prices? - 27.2. 3.) eae 48,575 51,199 49,622 50,003 49,236 
Personal income (Ontario)2.........................-. 118,590 108,066 93,077 83,295 75,190 
Personal income (Ontario) per capita2 

(lune Fpopulation) (imdollarsii. 20 se ee eee 13,631 ‘12529 10,856 9,795 8,905 
Net cash requirements/GPP (%)...................... 1.9 hes OF 0.6 ae. 
Direct funded debt issued for 

provincial purposes/GPP(%) ..................0.0004 14.8 1s 14.6 1S) 15.6 
Ontario public sector funded debt/GPP(%)............. a1 29.8 30.8 ater 32.9 


1 Ontario public sector funded debt is the funded debt of the Province and all provincial agencies, boards and commissions including local 
governments net of intra-sector borrowing. 


2 Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing ina fiscal year column are for 
the preceding calendar year. 


Financial 
statements 
1983 


Summary of significant accounting policies 


The accounting basis 


The following financial statements, prepared using 
the concept of a Consolidated Revenue Fund, have 
been designed primarily to provide an accounting of 
the financial resources appropriated by the Ontario 
Legislature. The fundamental requirement to report 
compliance with legislative authority results ina 
presentation of financial information in a manner 
significantly different from that used in the private 
sector. The accrual basis of accounting used in the 
private sector best reflects the costs incurred to earn 
revenues; the policies and practices followed by the 
Province, under which the financial transactions of 
government ministries are recorded and displayed as 
Consolidated Revenue Fund cash inflows and 
outflows, best accommodates reporting to the 
Legislature. 


The cash basis of accounting used by the Province 
is modified to allow for an additional thirty days to 
pay for debts incurred during the fiscal year just 
ended. In this regard, payments to employees for the 
pay period which overlaps the fiscal year end date are 
apportioned between the two years. Cash inflows, on 
the other hand, are closed at March 31 for cash 
received or in transit. With respect to provincial 
crown corporations, agencies, boards and 
commissions, the financial statements of the 
Consolidated Revenue Fund reflect only the extent to 
which their operations have been financed or have 
contributed to the Fund for the year. 


Classification of transactions 


The transactions of the Province of Ontario are 
presented in summary form according to the four 
distinct areas of government activity through the 
Consolidated Revenue Fund. 


“Budgetary Transactions” are operational activities 
which include the revenues raised through taxation, 
premiums, fees, licences and permits, payments from 
the Federal government under fiscal arrangements 
and shared-cost programs, and income from 
investments. Expenditures on government programs 
include payments for goods and services, interest on 
the public debt, salaries, transfer payments to 
individuals, municipalities and institutions, subsidies 
and grants, and the acquisition or creation of fixed 
assets. 


“Non-Budgetary Transactions” are the lending, 
investment and trust administration functions which 
include the government lending and investment 
activity in various crown corporations, agencies and 
municipalities. All of these loans and advances are 
repayable or represent equity holdings supported by 
the assets of the corporations. Also included in this 
category is the activity within deposit, trust, reserve 
and certain special purpose accounts. 
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“Disbursements” is the term used to describe the 
lending and investment transactions of the 
government. “Receipts” consist of the repayment of 
loans or recovery of investments. “Credits” is the term 
used to describe payments into deposit, trust, reserve, 
and special purpose accounts. Payments made from 
these same accounts are termed “Charges”. 


“Debt Transactions” are the borrowing and 
repayment transactions which include obligations 
issued for both non- public and public sources of 
funds. 


“Ontario Hydro Transactions” relate to amounts 
borrowed by the Province on behalf of Ontario Hydro. 
The Province issues securities and advances the 
proceeds to Ontario Hydro in exchange for bonds with 
like terms and conditions. Since these transactions 
and the ensuing retirement and debt servicing costs 
are the result of a financing alternative and are nota 
part of the Province’s own budget plan, they are 
classified separately. 


Assets and liabilities 


The assets and liabilities reported in the financial 
statements are financial claims which have been 
created by cash transactions. The recorded assets are 
claims by the Consolidated Revenue Fund on other 
parties. As indicated in the Notes to the financial 
statements, under current government policy, the 
funds required to repay some of the advances and 
loans included in the recorded assets are effectively 
provided out of future provincial expenditure 
appropriations. The liabilities are claims by other 
parties on the Consolidated Revenue Fund. Since 
expenditures on fixed assets do not represent 
financial claims on other parties and are not 
considered to differ from any other service to the 
public, they are not reported as assets but are 
expensed as budgetary items in the year of 
acquisition. 


Debentures, notes and treasury bills are recorded as 
liabilities at the face value of the debt instrument. 
Discount, premium and commission expenses are 
treated as current year budgetary transactions. The 
general resources of the Province are used for the 
continued orderly retirement of debt and no sinking 
funds are maintained for this purpose. 


The contingent liabilities of the Province consist of 
guarantees by the Treasurer of Ontario. Other 
significant commitments and liabilities are disclosed 
in Notes to the financial statements. 


The net debt of the Province is the excess of 
liabilities over recorded assets. It is also the 
accumulation of all budgetary deficits and surpluses 
since Confederation. The year-to-year change in net 
debt is the amount by which budgetary revenues 
exceed or are less than budgetary expenditures. 


Statement of consolidated revenue fund 
for the year ended March 31, 1983 ($ millions) 


Opening balance 


Cash and temporary investments 


Budgetary transactions 


Non-budgetary 


Net cash requirements 


Revenue 


transactions 
Loans, advances and investments 
Receipts 
Disbursements 


Net (increase) decrease in loans, 
advances and investments ........ 


Trust administration functions 
GreCILSHeie. eer ee we tege | wey 


Net increase in trust administration 


PIE LIONS ee Oe ete 8 hid Ae 
Non-budgetary transactions (net). . . 


Debt transactions 


Ontario Hydro transactions 


Closing balance 


Proceeds of debentures 


Related advances, interest 
and recoveries 


Cash and temporary investments..... 


Budget 
1983 


(2,820) 


eA 
269 


42 


103 
217 


__ 546 


588 


(27232) 


Actual Actual 
1983 1982 
1,594 1,734 
19,322 17,884 
22,509 19,651 
(3,187) (1,767) 
341 342 
181 544 
160 (202) 
770 660 
221 194 
549 466 
709 264 
_(2,478) (1,503) 
2,181 1,439 
130 76 
2,051 1,363 
600 1,450 
220 110 
380 1,340 
(380) (1,340) 
1,167 1,594 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of budgetary revenue 
for the year ended March 31, 1983 ($ millions) 


Taxation 


Other revenue 


Persona income ta ae 2 Ce ee ee 


Retail sales:taxses eee 050 cee ey ater 
CoOfporations taxa ete eee cee 
GASONME-CAX s Weert eee, te ae ee eee 
TObaCeO taxa, Sai ia ee oe Se 


Fuel LANG. ealeee ierttick i eee ee ee ee coe 


MAGI PYOttsecaXa gene 2 eee oak eee 
SUCCESSIOMGULY 2 oan ee Paine Ay ate es 
Publreutilittes: income taxa). .0. 4. eee 


Premiums — Ontario Health Insurance Plan 
Profits from crown corporations and boards 

Liquor Control Board of Ontario....... 

Ontario Lottery Corporation 2.2.7... . 
Vehicle registrationfees ............... 
Liquor Licence Board of Ontario revenues . 
Other fees and licences................ 
Utility.service'charges 2. on nee ks 
PInescand/ penaltieswus 2. name ee ee ee 
ROVal Tes ei Burien ta, rece 6 lee ee eine ee 
Sales anc renlaiswaies cx Winn wis wae eee eee 


Government of Canada 


Established Programs Financing 
Cash COntiOUlOn ys toes oon yea 


CUES eee ee eG ee oe ree, 


Interest on loans, advances and investments............. 


Total budgetary revenue........................004. 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


22 


Actual 
1982 


4,928 
2,002 
15/69 
759 
345 
T72 
129 
59 

56 


Statement of budgetary expenditure 
for the year ended March 31, 1983 ($ millions) 


Budget 
1983 
Social development policy field 
PLCC CMe has rena ted tent von pret r a Ere Rees Pew Tes 6,544 
PLUG ALLO late seae ite ttae 5 eine ete ree sry ne Sere 3,291 
Community aug SOcial:Services’ pf. ek aoe 1,970 
MollegesancUmversitics=: cc seen. eu ee ne ek 1,860 
Citizensnipangcultures ts 5. sss oe eee eee 222 
POclanDeyelopientr OlICV ma kae Saat ae eee eee 5 
13,892 
Resources development policy field 
Transportation and Communications ............. 1,414 
MrneiDAWAT airs andsFlOUSING. 74.0.4 28008... e. es 1,074 
NatUralNeSOULCEStgt tan ss 2s bat oe ees 357 
PS MEULEILC an FOO erwetr s.02)) an nea ee re kk eos 252 
EDVAROMMNCD Lameaiere:, nol i ae ous as yn tare 246 
POETS UL Vrs gia 1G ae ve rd rs en Roe oe ee ae 69 
BOX SLE A Oe re Oe an Gehan yee aa ee ee ae 66 
otisiand REcreationsar suns us ke Aen es 89 
LES IGSUNC eae na en eae a Rr ae Dee Pee eae ae Dee A 65 
Resources Development Policy, ....../.......... 3 
37035 
Justice policy field 
SOlCILORG enelalemnines heer ter a Oe Oe 285 
PXLEG IONE GENOl alert cp e ey ea iy eee eee te 219 
COLectiOmalSeryiCes smn a eee ee ar ee ee 185 
Consumer and Commercial Relations............. 92 
PIS EICeG Oli CV pte ren eens Ota er Ae oie tc) re tees Le 1 
782 
General government 
ECON CII © Sete Rerer nae © Bib ie Lot cc lt 9 A, AU me ere Daal ea 605 
Me asUnvad NCE CONONICS str eve ate ene 01 
GOVErnIMeENUSENVIGES sc. ote ha te ee ee, 365 
INORUIELI PALL GINS2 sire eee 6d Uke Note facet clae 179 
OiiceontheAssembly i. tags ee lel els 28 
Mahagement Board of Cabinet. 2s. .2.2.. ..2.6 aan. 16 
IntersovernmentaliAttaiis<sees ar ele ee yh 
De etc Gas ee ooo Oe ee Ore ee eRe 16) 
1,564 
PANG GEDte— INtCrest ete he se ek ste ene bs ees Wp fe 
Contingency fund (note 10).......................-. 2.0000 246 
Total budgetary expenditure......................0.- 0-2-0. 22,291 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of non-budgetary transactions 
for the year ended March 31, 1983 ($ millions) 


Loans, advances and investments 
RECEIPTS 
Corporations, boards and commissions 
The Ontario Education Capital Aid Corporation. 
The Ontario Universities Capital Aid Corporation 
Ontario Land Corporation (note 3)............ 
Development Corporations:4s. 9 eye. ee 
Ontario Municipal Improvement Corporation . . 
Ontanlo TOUusing © OfDOlatlOl posta = neem 
The Crop Insurance Commission of Ontario .... 
ON gl OA NRE gh Cre MRO tea oh DLA Pare Pen SEE SS 


Roans {6G MUNIOIPalities a. eye ena een eee 
Other loanstana imvestnents.. 2.2. ee 


DISBURSEMENTS 
Corporations, boards and commissions 
The Crop Insurance Commission of Ontario... . 
Development Corporations................. 


Ontane Energy Comorauon’... 5 o.2 ose ee 
OntaviG Land Gorporaticne: =. ase see eee 
Ontario Municipal Improvement Corporation . . 
Ontano Housing Comoro 7240-2 te 
OVER G Rai career eee aie ae Beaten aay ene ee, 


Oats tO MUNICIDAIES ea a4 aa ee peers eee tae 
Other loansand tmvestinents. 44 1 ee 


Net (increase) decrease in loans, advances and investments 


Trust administration functions 
CREDITS 
PGR STOUT UNAS Soc rdet ate Aine, ae ae Ate Ta er eas 
Deposit, trust and reserve accounts ............ 
Province of Ontario Savings Office 
deposits — net increase 


CHARGES 
PENSION TUMOSi ae. 22 ee eee ee eee 


Net increase in trust administration functions 


Total non-budgetary transactions 


See accompanying Summary of significant accounting policies and Notes to the financial statements 
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Budget 
1983 


Actual 
1983 


489 
261 


20 
770 


110 
111 


221 
549 


709 


Actual 
1982 


Statement of debt transactions 
for the year ended March 31, 1983 ($ millions) 


Proceeds of loans 
NON-PUBLIC 
Canada Pension Plan Investment Fund 
Teachers’ Superannuation Fund 


Total proceeds of loans 


Retirements of loans 
NON-PUBLIC 


PUBLIC 
For general purposes 


Tota! retirements of loans 


Debt transactions (net) 


Statement of Ontario Hydro transactions 
for the year ended March 31, 1983 ($ millions) 


Proceeds of debentures (public).................. 
(nonepuUbliG)ae:es..cmee 
Retirements of debentures (public) 


Net increase in debentures for Ontario Hydro 
CLUNG Of 9 1 oie Re Oem 1 Red og a Rane me Mn er ae eee 


Related advances, interest and recoveries 
bOans LO. ONtaniGnaVGlOns cits erate ene ren ie ha co, 
interest oni.cdliebenturesy ea ee. oar Arad, 
Recovery of interest and debenture retirements . . . 


Related advances, interest and recoveries (net)...... 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Budget 
1983 


1,200 
748 


1,948 


Actual 
1983 


1,236 
945 


2,181 


Ps} 


Actual 
1982 


769 
670 


1,439 


Statement of assets and liabilities 
as at March 31, 1983 ($ millions) 


Assets 


Liabilities 


Cashvand ‘temporary inves timents (MOCGRI a eee ee et 
Advances to Ontario Hydro, secured by bonds (note 2)............. 
Advances and investments — other corporations, boards 

aNd GOMMISSIONS (NOTES) 37.5 ee ee ere i ee eet ee 
Investments in water treatment and waste control 

tacilities (atcostless recoveries) (noteAjie 6 oe eee eee 
oans to munieibalithes=s ~ £5 secu 5 Ses a ee ore eet eee ere 
@ther!Gans-and investments (notes) eae wee eee ee 


TOtalVEGOLded aAsSCtS uc eben re ee eae ee ee 
{cle 210) een eee on SRO a Me AR Re eh Boe he. 


Deposits with the Province of Ontario Savings Office.............. 
Pension ttuinds(nOle G)ie ee uenw see ee) ee 
Depositetrust and teserve accounts... miele aa eae res eee ee 
Debenturésrand: notes (MOterZ ee waren ey ee ee ee 


Contingentaiiabilities (mote:G)a.. 25.0.0 eee cree oe ene tee ee 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Approved on behalf of the Ministry of Treasury and Economics: 


Heo (age 


T. CAMPBELL, Deputy Treasurer of Ontario and Deputy Minister of Economics 


iL Me Sete. 


G. McINTYRE, F.C.A., Assistant Deputy Minister, Ottice of the Treasury 


1983 


1982 


Notes to the financial statements 


(all figures in millions of dollars) 


1. Cash and temporary investments 


Temporary investments consist mainly of short-term securities issued or guaranteed by Canadian chartered banks and 
are recorded at cost. Also included are $55 million (1982 $53 million) of debentures and bonds issued or guaranteed by 
the Province, which at March 31, 1983 had a market value of $50 million (1982 $40 million). 


2. Advances to Ontario Hydro 

The Province has advanced funds to Ontario Hydro, secured by bonds with like terms and conditions to the securities 
issued by the Province on behalf of Ontario Hydro. The bonds consist of $4,910 million (1982 $4,530 million) in U:S. 
dollars, recorded at par, and $1,000 million (1982 $1,000 million) in Canadian dollars with respect to Canada Pension 
Plan funds. At March 31, 1983, the Canadian dollar equivalent of the U.S. dollar bonds was $6,058 million (1982 $5,573 
million). 


3. Advances and investments — other corporations, boards and commissions 


1983 1982 
ine Ontario, Universities Capital Aid Corporation... ..............c0....)....'.. $1,082 $1,113 
ihe Ontavo EducationGapital Aid Corporation 4.2.09) ..6- st os cee 1,026 ee 
Oe aOneA IC OL DONa Ol eames ean RNs Deere nana ul Cn ee oe ire POA 1,068 
TAMOM Mere VAG@LDOLAallole ice toa eh ee Eg ee Oe eens 8 351 341 
Bev tO pine Ceol Oral Onset tun eno. om ute ee an a Se 274 272 
Cas Ou USI ESOL OLAatlOMWNte. em rrees 6S Set rie Shon 5 met et pe ag eee 192 190 
COMER SEE oS, CUE Oe ee ee a ae ee ee eee in eee ee oh 266 25 

$4,203 $4,349 


The Ontario Universities Capital Aid Corporation received advances from the Province until March 31, 1978 to 
purchase bonds or debentures issued by provincial universities, colleges, the Art Gallery of Ontario, the Royal Ontario 
Museum and municipalities on behalf of public libraries for approved capital construction projects. The securities held 
by the Corporation are the obligations of the issuing institutions. Effective April 1, 1978 the loan program was replaced 
by grants from the Province to the institutions. During the fiscal year ending March 31, 1983, $111 million (1982 $112 
million) was included in these grants from the Province to cover the amounts of principal and interest due to the 
Corporation from institutions other than municipalities. The Corporation has continued to administer the repayment of 
outstanding loans. 


The Ontario Education Capital Aid Corporation received advances from the Province until March 31, 1980 to purchase 
bonds or debentures issued by school boards for capital expansion programs. The securities held by the Corporation are 
the obligations of the individual school boards. However under support arrangements for the repayment of advances, 
the Province has given grants, currently averaging 75% of approved debt charges, to local school boards. The 
Corporation has continued to administer loan repayments, although since April 1, 1980, no new advances have been 
made. The loan program has been replaced by direct grants to school boards from the Ministry of Education. 


The Ontario Land Corporation assumed the assets and liabilities of the Ontario Mortgage Corporation during 1982. Of 
the total advances outstanding, $502 million (1982 $519 million) relates to Ontario Land Corporation. $398 million (1982 
$402 million) of this amount was used to finance land holdings and is non-interest bearing. The balance of advances 
outstanding, $510 million (1982 $549 million), has been used to provide primary and secondary mortgage financing for 
eligible persons. 


The Ontario Energy Corporation was established to invest and participate in energy related projects. The Province has 
made loans to and investments in the Corporation, including a $325 million non-interest bearing demand loan 
advanced in 1981 to finance the purchase of one-half of approximately 25% of the common shares of Suncor Inc. by 
Ontario Energy Resources Limited, a wholly owned subsidiary of the Ontario Energy Corporation. 


The Ontario Development Corporation and the associated Eastern Ontario Development Corporation and Northern 
Ontario Development Corporation provide loans and arrange for provincial guarantees of bank loans to qualified 
enterprises. The Province has purchased an equity of $7 million and has advanced all funding for the lending programs 
of the Corporations. Through its budgetary expenditures, the Province also transfers to the Corporations an amount to 
defray the costs: of all administrative expenses, of loans made at low interest rates, of certain loan forgiveness, of 
honouring guarantees, and of loan and loss write-offs. In 1983 these transfers amounted to $34 million (1982 $31 
million). 


The Ontario Housing Corporation plans, constructs and manages residential housing projects. Financing is provided by 
the Province and the Canada Mortgage and Housing Corporation. Assisted housing and rent supplement operations are 
subsidized under a cost sharing arrangement between the Province and the Canada Mortgage and Housing 
Corporation. The Province’s share of the subsidy for the 1982 calendar year was $142 million (1981 $139 million). 
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4. Investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems to serve 
municipalities. These investments are being recovered over the life of the agreements with the municipalities. 
Agreements covering $1,031 million of the investment are for provincially-owned projects which are subject to service 
rate billings. The proceeds from billings are used to amortize the investment over periods of up to forty years, to pay for 
operating costs and to provide a return on the investment. Certain other agreements provide for the accumulation of 
the principal portion of annual amortization payments in a sinking fund. The accumulated balance in these funds, 
which are included in deposit, trust and reserve accounts, was $52 million at March 31, 1983 (1982 $46 million). Since 
1978-79, the Province has changed its policy and is phasing out investments in favour of assisting municipalities by 
direct grants. 


5. Other loans and investments 


Included in other loans and investments are Ministry of Health capital construction loans to public hospitals 
amounting to $164 million (1982 $181 million). During the current fiscal year, the Province made grants of $14 million 
(1982 $16 million) to assist public hospitals in meeting principal and interest payments. No new loans have been made 
since 1978 when the Ministry changed its public hospitals capital financial support program from loans to grants. 


6. Pension funds 


1983 1982 
Public:Service SuperanntiantGmihUmdy eee 21s, ocean Ble eee ee ee $2,764 $2,387 
Legislative Assembly Retirement Allowances Account......................00000. 2 20 
$2,787 $2,407 


The Province maintains accounts within the Consolidated Revenue Fund for all contributions and interest earnings less 
pension payments for both the Public Service Superannuation Fund and Legislative Assembly Retirement Allowances 
Account. The amounts recorded by the Province are essentially the sole assets of these pension plans. 


Based on the latest actuarial report as at December 31, 1979, the Public Service Superannuation Fund had unfunded 
liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution of $7 million is required to be 
credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $233.5 million which are required to be amortized by annual payments of $33 million 
until January 1, 1990 and $32 million on January 1, 1991 and 1992. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 31, 1983, published June 
13,1983, revealed a deficit of $617 thousand. 


As at March 31, 1983, the Province had made all scheduled payments. 


7. Debentures and notes 


1983 1982 
Payable in 
Years of 
Maturity Canadian United States Deutsche 
March 31 Dollars Dollars Marks Total Total 
1983 $ $ $ $ § 9254 
1984 106 81 ie 194 194 
NI85 103 G) 106 106 
1986 212 100 3 305 315 
1987 343 3 346 346 
1988 TiS 200 ys 976 
1-5 years 1:537 381 19 1,947 2S 
6-10 years 2,862 637 3,499 3,082 
11-15 years 5273 144 5,417 5,069 
16-20 years 8,808 540 9 348 8,556 
21-25 years 1,969 1,526 3,495 3,061 
26-30 years 62 1,699 1,761 2,029 
31-35 years 74 74 Vp 
36-40 years 22 aed 22 Sf 
$20,607 $4,927 ake $25,553 $23,122 


The U.S. dollar debenture liability of $4,927 million (1982 $4,548 million) is recorded at par with the Canadian dollar 
and except for $17 million (1982 $18 million), has been incurred on behalf of Ontario Hydro. At March 31, 1983 the 
Canadian dollar equivalent was $6,080 million (1982 $5,595 million). As explained in note 2, the Province holds an asset 
of U.S. dollar bonds of Ontario Hydro recorded at a par value of $4,910 million (1982 $4,530 million). These bonds with 
like terms and conditions to the securities issued by the Province, had a Canadian dollar equivalent as at March 31, 
1983 of $6,058 million (1982 $5,573 million). 


The Province has borrowings of 65 million (1982 89 million) Deutsche Marks recorded at $19 million (1982 $26 million), 
the Canadian dollar equivalent at the time of issue. At March 31, 1983, the Canadian dollar equivalent was $33 million 
(1982 $45 million). 


8. Contingent liabilities 


The Province is guarantor of certain obligations as follows: 


1983 1982 
Debentures, bonds and notes 
OA Og bO tanmeraririnannes BA tyr Chi Micke k i, fan. Boeke a) lam he caer mee y laa $10,238 $8,453 
ECO rOVM Cla GLOWMMGCNCICS co) sce cane ol Lae citer aeess  NG Mn oe 5 5 
10,243 8,458 
Bank loans guaranteed 
Corporations and individuals through 
POU se OVeiImMonnOlOOlanisan seinen ocala ea eee ee ay ee 220 128 
Other guarantees 
SECM OTA CD Is PPT a Rae ante anes EN ae Re ads Lah Rant oe ey Fie ee eh BRN aN 360 BES 
$10,823 $8,964 


9. Teachers’ Superannuation Fund 


Through the budgetary expenditures of the Ministry of Education, the Province makes annual payments on account of 
the matching employer’s share of teachers’ contributions to the Teachers’ Superannuation Fund. Further, the Province 
is committed to paying any deficiency in the Fund. The Fund is administered by the Teachers’ Superannuation 
Commission. 

Based on the latest actuarial report as at December 31, 1981, the Teachers’ Superannuation Fund had unfunded 
liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $23 million is required to be 
credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $105 million which are required to be amortized by annual payments of $16 million 
until December 31, 1990. 


As at March 31, 1983 the Province had made all scheduled payments. 


10. Budget figures 


The comparative budget figures in the financial statements are from the 1982 Ontario Budget which was presented by 
the Treasurer of Ontario to the Legislative Assembly on May 13, 1982. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure represents a provision for the cost of 
salary and employee benefit revisions likely to be approved in the fiscal year. These revisions when paid, however, are 
charged to each ministry’s appropriations. 

The Short-Term Job Creation budget figure of $171 million and the Ontario Renter-Buy budget figure of $75 million 
have been allocated to the Ministries of Treasury and Economics and Municipal Affairs and Housing respectively in the 
Statement of Budgetary Expenditure. 


11. Comparative figures 


The 1982 comparative figures have been reclassified where necessary to conform with the 1983 financial statement 
presentation. 
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Treasurer’s statement 


It is my pleasure to present the 1984 
Financial Report of the Province of 
Ontario. The Report highlights the major 
aspects of Ontario’s finances and presents 
summarized financial statements of the 
Province for the fiscal year ended March 
31,1984. 


The Ontario economy recovered from the 
recession during fiscal 1983-84 and the 
Province benefitted from both the 
international economic resurgence and 
from the improved domestic 
circumstances. Substantial success was 
achieved in improving on the 1983 Budget 
plan as detailed in the Financial Report. 


The 1983-84 Public Accounts, which will 
be submitted to the Ontario Legislature 


later this year, may be referred to for 
more details. Information on the 
Government’s financial plan is contained 
in the 1984 Ontario Budget. 


Comments or questions on the contents of 
this Report are welcomed and you are 
invited to direct them to the Office of the 
Treasury in the Ministry of Treasury and 
Economics. 


Honourable Larry Grossman, Q.C. 
Treasurer of Ontario and Minister of Economics 


Toronto, August 1984 


The year in review 


Highlights 


($ millions) 


Budgetary revenue 

Budgetary expenditure 
Non-budgetary transactions (net) 
Net cash requirements 


Gross provincial product 


Ontario’s economy 


In fiscal 1983-84, economic recovery in 
Ontario strengthened and gained 
momentum. There wasa significant 
rebound in employment; almost all of the 
Jobs lost during the recession were 
regained. In most respects the provincial 
economy performed better than the rest of 
Canada. 


Trends in Ontario are closely linked to 
those in the rest of Canada and to 
international developments, particularly 
in the United States. There were a 
number of favourable developments in 
key United States sectors which impacted 
positively on Ontario. 


Major factors in the improved economic 
climate were the decline in inflation anda 
continuation of the Government’s wage 
restraint programs. 


Initiatives included in the 1983 Budget, 
such as the retail sales tax exemption on 
furniture and appliances and the 
expanded job creation programs, helped to 
stimulate economic activity and 
contributed to strong employment growth. 


1983-84 1982-83 
21,313 19,322 
24,553 22,509 

951 709 
2,289 2,478 
146,221 133/231 


Revenue performance 


Revenues for the year were $423 million 
above the 1983 Budget forecast. Personal 
income tax, corporations tax and retail 
sales tax revenues were within 1% of the 
Budget estimate. Payments from the 
Federal government exceeded the Budget 
by $333 million as a result of adjustments 
stemming from unusually high revisions 
to Gross National Product and population 
data by Statistics Canada. In addition, 
interest earnings on investments and 
other revenues exceeded the projections 
by $221 million. 


Expenditures 


The Government continued its dedication 
to expenditure constraint. Expenditure 
reductions helped fund spending 
pressures encountered during the year. 
These reductions included lower public 
debt interest costs as a result of lower 
than projected net cash requirements and 
interest rates. In addition, in-year 
constraints of $300 million permitted 
funding of initiatives announced in the 
Budget. 


In-year expenditure increases were for 
high priority programs in the Social and 
Resources Policy Fields. These included me petted: 

$134 million needed to meet the caseload Sait oy ee Char - ae 
increase in provincial income support 
programs and a 5% rate increase in 
support payments. The health care 
programs required an additional $110 
million mainly for the operation of 
hospitals and related facilities and for 
payments to doctors. The municipal roads 
and transit subsidies programs required 
$70 million. 


Other revenues 
and interest 
10.9% 


Net cash requirements 


Net cash requirements of $2,289 million 
were $406 million below the Budget 
estimate as the in-year revenue increases 
were applied to reduce net cash 
requirements. Unavoidable expenditure 
pressures which arose during the year 
were mainly met by funds reallocated 
from other programs. 


Ontario Hydro 


The Province traditionally borrows on 
behalf of Ontario Hydro in United States 
public markets and passes the proceeds 
through to Ontario Hydro on like terms 
and conditions. The year end balance of 
Ontario debt issued for Ontario Hydro 
was $6,082 million and this liability was 
totally offset by the corresponding asset of 
Ontario Hydro securities held by the 
Province. In addition, securities issued by 
Ontario Hydro are guaranteed by the 
Province and this contingent liability 
amounted to $11,692 million at year end. 


Budgetary revenue 


Budgetary revenue was $423 million, or 
2%, above the 1983 Budget forecast. The 
table below summarizes the performance 
of major revenues and Chart 1 on the 
opposite page depicts the sources of 
revenue and their comparative 
percentages. 


Taxation 


Personal income tax, corporations tax and 
retail sales tax revenues were modestly 
below the Budget estimate. A strong 
showing in other tax revenues, mainly 
gasoline and fuel taxes, partly offset these 
reductions. 


Payments from the Government 
of Canada 


Payments under Established Programs 
Financing were $272 million over the 
Budget estimate primarily due to 
unusually high revisions to Gross 
National Product and population data by 
Statistics Canada. Total payments from 
the Federal government were $4,161 
million, $333 million over the Budget 
estimate. 


Health insurance premiums 


Premiums collected under the Ontario 
Health Insurance Plan (OHIP) were 
$1,479 million. Under a broad program of 
premium assistance for senior citizens, 
social assistance recipients and others 
requiring financial assistance, $688 
million in premium collection was 
foregone. 


Interest on loans, advances and 
investments 


Interest earnings of $454 million on short 
term investments, advances to crown 
corporations and to municipalities in 
support of a variety of municipally- 
oriented projects, were $59 million more 
than the Budget estimate due to 
rebuilding of liquid reserve levels and 
higher than projected rates of return. 


Performance of major revenues 


($ millions) 
Actual 

Taxation: 

Personal income tax 5,994 

Retail sales tax 3,876 

Corporations tax E5o3 

Other 1,910 13:°363 
Government of Canada: 

Established programs 

financing 2,881 

Other 1,280 4,161 
OHIP Premiums 1,479 
LCBO Profits and LLBO Revenues 756 
Interest 454 
Other 1,100 3,189 
Total PA Wee 0 ies 


Budget 


13,432 


3,828 


3,630 


20,890 


Variance 


+5 
-24 
i 9 
ilge + 159 


+423 


Budgetary expenditure and its major components 


Total budgetary expenditure was $24,553 
million, $265 million, or 1%, over the 
Budget estimate. Chart 2 depicts 
budgetary expenditure by policy field. 


Transfer payments 


Transfer payments, which include grants, 
subsidies and assistance largely to 
persons and other government bodies, 
represented 72.5% of budgetary 
expenditure and amounted to $17,791 
million. Graph 3 illustrates the five year 
trend of transfer payments. 


Budgetary expenditure by policy field 
Chart 2 


Resources 
development 
15.7% 


Interest 
10.3% 


(2) Social development Justice policy 
[yy Resources development (ase) Other 
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Health expenditure was $7,128 
million and included: 


— $3,761 million (53%) transferred to 
hospitals and related facilities for 
operating and capital costs; 


- $2,149 million (30%) as payments 
to physicians and other health 
practitioners for services and 
health care they provided under the 
Ontario Health Insurance Plan 
(OHIP); 


— $984 million (14%) for extended 
and special care facilities, 
ambulance and emergency health 
services. 


In addition, pensioners, social 
assistance recipients and those with 
low incomes received OHIP premium 
assistance amounting to $688 million. 


As Graph 4 indicates, most of the 
health expenditure is funded from 
general revenues with OHIP 
premiums contributing 19.5%. 


Educational expenditure is 
administered through the Ministries of 
Education and Colleges and 
Universities. The Province has carried 
out its responsibility for education by 
supporting local school boards for 
primary and secondary schools as well 
as by funding universities, colleges 
and other post-secondary institutions. 
The combined expenditure of $5,343 
million by the two ministries included: 


— $2,966 million as transfer 
payments to the 186 local school 
boards in support of their operating 
and capital financing needs; 


— $1,892 million paid to the post- 
secondary educational sector for 
operating and capital costs. 


Graph 4: OHIP premiums and health 
rion 
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e Social services expenditures 
totalled $2,575 million. The services 
are provided mainly through the 
facilities of the Ministry of Community 
and Social Services and by their direct 
financial support to institutions, 
municipalities and various social 
agencies. The programs are designed 
to serve both adults and children. The 
major expenditure items were: 


— $1,431 million for income 
maintenance to individuals 
requiring assistance on a long-term 
basis and subsidies to 
municipalities for their temporary 
assistance programs; 


— $503 million towards the support of 
children’s programs such as 
children’s aid societies, day 
nurseries, mental health facilities 
and juvenile correctional programs. 


e Transfer payments to local 
governments, designed to assist 
general municipal programs and to 
reduce revenue deficiencies of 


municipalities, totalled $1,924 million. 


The major components were: 


— unconditional grants to 
municipalities in the amount of 
$691 million; 


— subsidies of $506 million to 
municipalities for their road 
programs; 


— capital and operating subsidies for 
municipal transportation systems 
of $278 million; 


— $161 million as direct grants to 
municipalities for the construction 
of sewage and water treatment 
plants and trunk sewers and for the 
operation of waste disposal and 
water treatment facilities. 


Graph 5 shows the five year trend of 


transfer payments by functional objective. 


Program delivery 


The Government continued its 
commitment to control discretionary 
expenditure while meeting the needs of 
Ontario’s residents. The provincial 
restraint program regarding public sector 
wages and provincially administered 
prices was in effect during the fiscal year. 
This, together with the sound 
management and administrative 
practices, helped in constraining 
Ontario’s spending while the standard of 
services remained high. 


Public servants’ salaries and benefits, 
which totalled $2,492 million, were 10.1% 
of the budgetary expenditure and 
continued to represent a lower proportion 
of the total costs. 


Public debt interest 


Interest costs associated with the public 
debt were $2,534 million, 10.3% of 
budgetary expenditure, up from 9.4% in 
the previous year reflecting increased 
borrowing requirements. 


Graph Bt Wrancter aimoals oe fine onal 
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Non-budgetary transactions 


Non-budgetary transactions relate to 
lending, investment, pension and related 
adjustment funds and trust 
administration functions. These 
activities generated net inflows of $951 
million to the Consolidated Revenue 
Fund. 


The table below shows the non-budgetary 
transactions by major category. 


Lending and investment 


Loans and advances to, and investments 
in various crown agencies and 
municipalities amounted to $176 million. 
Repayments during the year of loans and 
advances were $449 million. 


Pension and related adjustment 
funds 


Net deposits into the funds totalled $562 
million. These represented employer and 
employee contributions and interest 
earnings less payments for the Public 
Service Superannuation Fund, the 
Superannuation Adjustment Fund and 
the Legislative Assembly Retirement 
Allowances Account. 


Trust and special purpose 
accounts 


The net payments into the Consolidated 
Revenue Fund of $116 million encompass 
transactions for a variety of trust funds 
such as interprovincial lotteries and the 
motor vehicle accident claims fund. 


Non-budgetary transactions 
($ millions) 


Loans, advances and investments 


in various crown agencies and municipalities - 


net repayments 


Pension and related adjustment 
funds - net payments into funds 


Trust and special purpose 
accounts - net increase in funds held 


Total non-budgetary 
transactions 


1983-84 1982-83 
273 160 
562 534 
116 15 
951 709 


Funded debt 


Provincial funded debt is defined to Major components of funded debt 
include those obligations that have a Chart 6 

specified term to maturity and are secured 
by debt instruments including bonds, 
debentures, notes and treasury bills. 


17.8% ™» 


O ntario Hydro oS 
purposes _—s_« 


Provincial funded debt 


Ontario’s direct funded debt of $28,585 
million comprised direct obligations 
issued by the Province for its own 
purposes and for Ontario Hydro. The 
direct funded debt is made up of 
borrowing from public and non-public 
sources as depicted on Chart 6. 


“Provincial 
purposes 
—O38% 


Public sector debt 
The broadest measure of funded debt in BEI Non-public borrowing (75.4%) 
Ontario is consolidated public sector debt. Public borrowing (24.600) 
As the table indicates, the consolidated 
funded debt included: 
e Ontario’s direct funded debt; The consolidated debt approach 
e guaranteed obligations issued by highlights the effects of Ontario’s 
others, mainly Ontario Hydro, and policy of centralized public sector 
guaranteed by the Province; financing. 


e debt incurred by provincial 
agencies, the local government 
sector and the university and 
hospital sector. 
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Consolidated funded debt of the Ontario public sector 


Provincial Direct and Guaranteed 
Direct debt issued for 
— Provincial purposes 
— Ontario Hydro 
Guaranteed Debt* 
— Ontario Hydro and other 


Sub-Total 


Other Public Sector 
Provincial Agencies 
Local Government Sector 
University and Hospital Sector 


Sub-Total 
Total 


Interim 
March 31/84 
($ millions) 


22,503 

6,082 
11,697 
40,282 


1,752 
3,041 
154 


5,447 
45,729 


%o 


Actual 
March 31/83 
($ millions) 


19,643 

5,910 
10,243 
35,796 


P99 
3,454 
162 


5,415 
41,211 


% 


47.7 
14.3 


24.9 
86.9 


4.4 
8.4 
0.3 


Pad 
100.0 


*The guaranteed debt excludes bank loans and is net of debt accumulated by Ontario Hydro for retirement, which in 1984 was $857 


million (1983 $781 million). 
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Selected financial and economic statistics 


($ millions) 


March 31 1984 1983 1982 1981 1980 


Consolidated revenue fund inflows 


Budgetary revente... -s400-+o oe ee 21,313 198522 17,884 15,549 14,214 
Non-budgetary repayments and deposits .... 1,334 EOS 1,002 921 O32 


Consolidated revenue fund outflows 


Budgetary expenditure 2. (nae eee 24,553 22,509 19,651 16,836 15,346 
Non-budgetary paymenits..-. 2.252 >-> 1-4: 383 402 738 437 484 
Net cash requirements ...................... 2,289 2,478 1,503 803 584 
Provincial debt transactions (net) ........... 2,860 2,051 1,363 968 1,133 
Ontario Hydro debt transactions (net) ....... 172 380 1,340 408 214 
Liabilities 
Direct funded debt issued for 
— »Provincialpurposes.cme eee 22,503 19,643 17,592 MSA Ns, 15,196 
= Ontario Hydr6S teow ee a eee 6,082 5,910 ae sil) 4,190 3102 
Other i -G.scbt s 4a a ee 5,011 A S33 3,784 Se0O8 2,946 
Total liabilitieS 6 oo. Cae ee a eee ee 33,596 29,886 26,906 23,738) > 21-924 
Gross provincial product 
atmarket prices! =  .—-———.si‘i‘(‘(<‘(<‘(; 146,221 133,231 127,105 111,607 100,942 
Gross provincial product 
in constant (1971) prices! _-) 50,404 48,596 51,026 49,555 49,791 
Personal income (Ontario)! .................. 129,249 120,648 109,373 93,730 83,480 
Personal income (Ontario) per capital 
(June t population) Uindollars) 22a ees eee 14,661 13,842 12,681 10,937 9,820 
Net cash requirements/GPP(%) .............. 1.6 1.9 LZ 0.7 0.6 
Direct funded debt issued for 
provincial purposes/GPP (%) ................ 15.4 14.7 13.8 14.5 15.1 
Ontario public sector funded 
debt/GPP(%). 2. st eee eee 31.3 30.9 29.0 30.0 Be | 
Contingent liabilities ........................ 12,358 10:38238 8,964 8,255 7,599 


1 Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing ina fiscal year column 
are for the preceding calendar year. 


= 
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Summary of significant accounting policies 


The accounting basis 


The financial statements, prepared using the concept 
of a Consolidated Revenue Fund, have been designed 
primarily to provide an accounting of the financial 
resources appropriated by the Ontario Legislature. 
The policies and practices followed by the Province, 
under which the financial transactions of government 
ministries are recorded and displayed as Consolidated 
Revenue Fund cash inflows and outflows, best 
accommodate reporting to the Legislature. 


The cash basis of accounting used by the Province is 
modified to allow for an additional thirty days to pay 
for debts incurred during the fiscal year just.ended. 
Cash inflows, on the other hand, are closed at March 
31 for cash received or in transit. With respect to 
provincial crown corporations, agencies, boards and 
commissions, the financial statements of the 
Consolidated Revenue Fund reflect only the extent to 
which their operations have been financed or have 
contributed to the Fund for the year. 


The accounting of the Province’s transactions are 
recorded under three categories: Budgetary 
transactions, Non-budgetary transactions and 
Financing transactions. 


Budgetary transactions 


Budgetary transactions are operational activities of 
the Government. | 


Revenue 


Includes revenue raised through taxation, premiums, 
fees, licences and permits, payments from the Federal 
Government under fiscal arrangements and shared- 
cost programs, and income from investments. 


Expenditures 


Expenditures on government programs include 
payments for goods and services, interest on the public 
debt, salaries, transfer payments to individuals, 
municipalities and institutions, subsidies and grants, 
and the acquisition and creation of fixed assets. 


Non-budgetary transactions 


Non-budgetary transactions are the lending, 
investment and trust administration activities of the 
Government, including loans, advances and 
investments, pension and related adjustment funds 
and other trust and special purpose accounts. These 
transactions affect only asset and liability accounts. 


Loans, advances and investments 


This category includes the government lending and 
investment activity in various crown corporations, 
agencies and municipalities. All of these loans and 
advances are repayable or represent equity holdings 
supported by the assets of the corporations. 


Pension and related adjustment funds 


Pension and related adjustment funds consist of all 
employee and employer contributions and interest 
earnings of the Public Service Superannuation Fund, 
the Superannuation Adjustment Fund and the 
Legislative Assembly Retirement Allowances Account 
and payments made from these funds. 
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Trust and special purpose accounts 


Trust and special purpose accounts arise from the 
Province’s trust administration activity for both 
government ministries and the private sector. 


Financing transactions 


Financing transactions are the borrowing and 
repayment activities of the Government, and are of 
two types. 


Debt transactions 


Debt transactions are the borrowing and repayment 
transactions which include obligations issued for both 
non-public and public sources of funds. 


Ontario Hydro transactions 


Ontario Hydro transactions relate to amounts 
borrowed by the Province on behalf of Ontario Hydro. 
The Province issues securities, and advances the 
procéeds to Ontario Hydro in exchange for bonds with 
like terms and conditions. Since these transactions 
and the ensuing retirement and debt servicing costs, 
are the result of a financing alternative and are nota 
part of the Province’s own budget plan, they are 
classified separately. 


Assets and liabilities 


The assets and liabilities reported in the financial 
statements are financial claims which have been 
created by cash transactions. The assets are claims by 
the Consolidated Revenue Fund on other parties. As 
indicated in the Notes to the financial statements, 
under current government policy, the funds required 
to repay some of the advances and loans included as 
assets are effectively provided out of future provincial 
expenditure appropriations. The liabilities are claims 
by other parties on the Consolidated Revenue Fund. 
Since expenditures on fixed assets do not represent 
financial claims on other parties and are not 
considered to differ from any other service to the 
public, they are not reported as assets but are 
expensed as budgetary items in the year of acquisition. 


Debentures, notes and treasury bills are recorded as 
liabilities at the face value of the debt instrument. 
Discount, premium and commission expenses are 
treated as current year budgetary transactions. The 
general resources of the Province are used for the 
continued orderly retirement of debt and no sinking 
funds are maintained for this purpose. 


The contingent liabilities of the Province consist of 
guarantees by the Treasurer of Ontario and material 
claims against the Crown. Other significant 
commitments and liabilities are disclosed in Notes to 
the financial statements. 


The net debt of the Province is the excess of liabilities 
over financial assets, representing the accumulation 
of all budgetary deficits and surpluses since 
Confederation. The year-to-year change in net debt is 
the amount by which budgetary revenues exceed or 
are less than budgetary expenditures. 


Statement of consolidated revenue fund transactions 
for the year ended March 31, 1984 ($ millions) 


Budget Actual Actual 
1984 1984 1983 
Budgetary transactions 
ReVenie waar tn eke ce eee Pak nd 20,890 21,313 19°322 
EXpendigurem: eens 0 ee ee 24,288 24,553 22,509 
Budgetary dericit... . een ee 3,398 3,240 OLoe 
Non-budgetary transactions (net) 
Loans, advances and investments..... 95 213 160 
Pension and related adjustment 
(DV OTs LE.) A a > Rea ae 557 562 534 
Trust and special purpose accounts... . 51 116 15 
Non-budgetary surplus............ 703 951 709 
Net cash requirements .................. 2,695 2,289 2,478 
Financing 
Debt transactions 
Proceeds of loans net of 
LECLTEIMeCNL STON i 6 LEO ks Eee s 2,813 2,860 2,051 
Ontario Hydro transactions 
Proceeds of loans net of 
RELILOIVEN CSHerigee Seavey Lies... oy. 172 380 
Related advances, interest and 
ECCOMGLIC cmrents ie hat. en hae (172) _ (380) — 
(Increase) decrease in cash and 
temporary investments .............. (118) (571) 427 
Moral titan Cin es in eo os a pate dears 2 os 2,695 2,289 2,478 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of budgetary revenue 
for the year ended March 31, 1984 ($ millions) 


Taxation 


Persona bincome: ta xen pence cee 
Retail lsales hax cane ee Ae Berane ee 
Corporations:ta xen: sta ke eee a. eee a 
Gasoline taxes sete: eee one Ne ace 


Ratestracks taxes ck os etn een re eee 
Minin prontsita se e.e tea. 2 ne ee 
LICE SSLOT Ut Ven ren een eee 1.4 oh eeece erent: 


Public utiitiesancome tax... .. 14-8. 


Other revenue 


Premiums - Ontario Health Insurance Plan...... 
Profits from crown corporations and boards 
Liquor Control Board-of Ontarion. 26. 
Ontario Lottery Corporation .......2....... 
Vehicleregistrationtees ee 4. oe 
Liquor Licence Board of Ontario revenues....... 
Otherfeesiand licentese wa >. aha ee eee 


Fines and pemaltiesmeews. (te oe yo ae ee 
Util tyeser vice charcvecer ae: ro Atenas wae oe 
Royalties eiuten ween ri Mas toe seca yt ete ae 
Dales and rentalegge en sre es 


Government of Canada 
Established Programs Financing 
Cash Contribution 1s) week. fee 
Extended Health Care Services............. 
CanadarAssictance) lange ee oa ee 


OCRE PE Ee a etre ne ee ee en it co etine eee 


Interest on loans, advances andinvestments ............... 


Total budgetary revenue 


20,890 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


16 


21,313 


Actual 
1983 


19,322 


Statement of budgetary expenditure 
for the year ended March 31, 1984 (§ millions) 


Budget Actual 
1984 1984 
Social development policy field 
PLGA eee ee erences te Oh dob Ar ae Meee a 7,512 7,582 
FUCUCAtION oh rete Os eine ters rei eee ae 3,436 3,434 
Community and social Services’................ 2,261 2,402 
Colleges and Universitiess..<s.55. Jad ats dae oe 2,045 2,035 
Citizensmpande dltuLes. eae on Wee Le 194 205 
Social Development Policy 0. 2.0.2) so. ese 12 AS 
15,460 15,671 
Resources development policy field 
Transportation and Communications........ ates 1,476 1,541 
MiunicipalAttairs anditousing »22..2... 22. acne 1,062 1,024 
ALU Pa MIRESOUNCES tani wthela roi csi gee ts gw k ies. 393 408 
VOT LCUILELe aN E OOG se ar cheat nek ee ieee hop de ec 265 264 
Pte VATORTME beri fie an ee ere ta sh en ttn oot ee 244 254 
ounicmand Necréationy. 6.40 sc8 oa vice cleus: 111 110 
BTDVOV ERA oe Ae UG, Sanne ae oe as eae a a Le em ee 98 91 
ices bryce hrade. fh eis oo, 6 erat ak eee 75 76 
ADOC leet hse ic aR SE es ete re aE 71 73 
Resources Development Policy.................. 3 3 
3,798 3,844 
Justice policy field 
OMCLLOTAICNOUA liter aitt e verachy ie each ana ete oo 294 291 
PMtEOUNE Yasenerale tity ace kU 4s pat ee eae, 239 261 
CCOLTECHIONAL DEL VICES 2 ain adosin ie ee ete: 219 226 
Consumer and Commercial Relations........... 102 131 
MRISELCEMZOULC Yn Rey coer) a Nee Rents pla aim a 1 1 
855 910 
General government 
RV Ble Bee BON ie hes os au hes or A he es 630 620 
Re AS MG YANG LiCONOMMICS suc. ey eae eg cya « 432 381 
CHOVERNINeNY DELVICES a 16 tee ee oe ome nt 373 367 
INOECHELIIA LI AIRS aati eee cree ete yas Ree ee eee 158 157 
Office or thecAsscmoly ca. 6 ous poe ah mara 30 35 
Management Board of Cabinet ................. 17 14 
Intergovernmental Affairs. 7.0 5c4n-4 ene 7 d 
Od 1S) eetcr ae ae Rn, nh ENR Meek ee ua En a hat Aue Pe eat 13 13 
1,661 1,594 
SINC MLE DE INLOCE SE. oe oi oko Su cr Le ee ania oon 2,610 2,534 
Contingency fund (note 10) 2.0... ee cea eee ies 204 - 
PRES EVAATILS (TTOCE TOD) at che oles cident pets haere eee ita (300) ~ 
Total budgetary expenditure ................... 0c cee eee eee 24,288 24,553 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Statement of non-budgetary transactions 


for the year ended March 31, 1984 ($ millions) 


Loans, advances and investments 


REPAYMENTS BY: 

Corporations, boards and commissions 
Crop Insurance Commission of Ontario............ 
Development Corporations: «. 2.1.2) ae ee 
Ontario Education Capital Aid Corporation........ 
Ontario,Cand Corporation. «<9... ee ee 
Ontario Northland Transportation Commission... . 
Ontario Universities Capital Aid Corporation...... 
OCTET Reape, octets petal. Poca .) ae eo Te ee ee 

IMU Cra Lites cates teen een, ce eae te, a 

Water treatment and waste control facilities.......... 

Otherloansand investments... 0 nine een 


PAYMENTS TO: 
Corporations, boards and commissions 
Board of Industrial Leadership and 
Development (BNW ata eeahe Ae e eveeee 
Crop Insurance Commission of Ontario............ 
Development Corporations’: 07.1 6 eee 
Ontario Energy Corporations. 9. 1.2. eke 
Ontario: Housing Corporation: ........5.....5...... 
Ontario Land Corporation 22506 2 eee 
Ontario Municipal Improvement Corporation ...... 
OUD GR ne la os a einen kk aR TEN SAD, 
MiupnieipaliGess Sarr oceans re Penn opiate et at ta 
Water treatment and waste control facilities.......... 
Otherléans and investinents ase a ae eae es 


Net decrease in loans, advances and investments 


Pension and related adjustment funds 


DEPOSITS TO: 
Public Service Superannuation Fund ................ 
Superannuation Adjustment Fund .................. 


Legislative Assembly Retirement Allowances Account . 


PAYMENTS FROM: 
Public Service Superannuation Fund................. 
Superannuation Adjustment Fund................... 
Legislative Assembly Retirement Allowances Account . 


Net increase in pension and related adjustmentfunds ...... 


Trust and special purpose accounts 


DEPOSITS TO: 
Province of Ontario Savings Office-net increase....... 
Interprovincial lotteries trust fund................... 


Motor vehicle accident claims fund................... 
COUR Birt eet. cc aorta aa ene ee i a 


PAYMENTS FROM: 
Interprovincial lotteries trust fund................... 
Motor vehicle accident claims fund................... 
O19 at. eee, etl ae ee ERR Mak AN, OE af Oe 2 


Net increase in trust and special purpose accounts ......... 


Total non-budgetary transactions .......................... 


Budget 
1984 


25 
42 
“21 


88 


iy 
17 
3 


31 
51 


703 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of debt transactions 
for the year ended March 31, 1984 (§ millions) 


Proceeds of loans 


NON-PUBLIC 
Canada Pension Plan Investment Fund....... 
Teachers’ Superannuation Fund............ 


PUBLIC 
Denentures and Moles*:..ce ates eae ed 
reasunycbillSanet) tei de ae ere ede ato 


HOtALproceedSiOniGansS” 60a nolse tee nae ere bi aan 


Retirements of loans 
INO INGE ULB El Cire rt Mey ie ro hat ta Baan vue 
PUBLIC 
Debentures. and notes.) 2325.00: nae on oo wn 


‘Lotal retirements O1loans :.. 2.56.00) ows oe ene cc eek She eke eae 


Debt transactions (net)... < es. ck ose ce hee ne a Se eee nee ees 


Budget 
1984 


1,240 


2,813 


Statement of Ontario Hydro transactions 


for the year ended March 31, 1984 ($ millions) 


Proceeasotloans:(public)ac aos oh ee. ee 

Retirements of loans (public)................... 

Net increase in loans for Ontario Hydro 

DUT DOSES tye oar Scene eon ad ches, demote? Laiere tank alia a 

Related advances, interest and recoveries 
Advances to Ontario Hydro................. 


INtCreSt ey ene ee ee re cee cree! 
Recovery of interest and loan retirements. ... 


Related advances, interest and recoveries (net). . . 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Actual 
1984 


1,201 
786 


500 
650 


3,137 


10 


267 
277 
2,860 


Actual 
1983 


130 


2,051 


1983 


600 


(220) 


380 


600 
617 
(837) 


380 
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Statement of financial position 
as at March 31, 1984 ($ millions) 


Assets 


Cash and temporary investments (note 1).................... 
Advances to Ontario Hydro, secured by bonds (note 2)......... 
Advances and investments - other corporations, boards and 
COMMISSIONS (NOTE Geach Aico. uah a are ee ee eee oe 
Investments in water treatment and waste control 

facilities (at cost less recoveries) (note 4) .................4.. 
Boans:to MuUNTet PalielEsy a Aina enon ties (sek Susaea aone ee 
Other loans:and investments (note 5) ....4.2....024.-- see 


Lotabiinancial assets... is ea ae ee 


INGE COIIG 3 heer eae ee ere ea apr cn eres ean ti a) eee aed LG er Did ge uae ga 


Liabilities 


Deposits with the Province of Ontario Savings Office ......... 
Pension and related adjustment funds (note 6) ............... 
‘Trustand’special purpose accountsi..23. ose oe eee eee 
Treasury Dillst = baie enwpneg etter So ee nin tiers An etna eae 
Debentures:and notes\(noteg he oe io eee pe ee 


Contingent liabilitiesinotes)) er ates ..2ee eee. eee 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Approved on behalf of the Ministry of Treasury and Economics: 


Som angel 


T. CAMPBELL, Deputy Treasurer of Ontario and Deputy Minister of Economics 


All bteek 


D.S.McCOLL, Assistant Deputy Minister, Office of the Treasury 
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1984 


1,738 
6,082 


3,992 
1,093 


348 
161 


13,414 


20,182 
33,596 


687 
4,093 
231 
650 


27,935 
33,596 


12,358 


1983 


1,167 
5,910 


4,203 
1,119 


368 
177 


12,944 


16,942 


29,886 


674 
3,001 
128 


25,553 


29,886 
10,823 


Notes to the financial statements 


(all figures in millions of dollars) 


1. Cash and temporary investments 


Temporary investments consist mainly of short-term securities issued or guaranteed by Canadian chartered 
banks and are recorded at cost. Also included are $36 million (1983 $55 million) of debentures and bonds issued 
or guaranteed by the Province, which at March 31, 1984 had a market value of $28 million (1983 $50 million). 


2. Advances to Ontario Hydro 


The Province has advanced funds to Ontario Hydro, secured by bonds with like terms and conditions to the 
securities issued by the Province on behalf of Ontario Hydro. The bonds consist of $5,082 million (1983 $4,910 
million) in U.S. dollars, recorded at par, and $1,000 million (1983 $1,000 million) in Canadian dollars with 
respect to Canada Pension Plan funds. At March 31, 1984, the Canadian dollar equivalent of the U.S. dollar 
bonds was $6,487 million (1983 $6,058 million). 


3. Advances and investments - other corporations, boards and commissions 


1984 1983 

Ontaloswmi versities Capital Aid COnporatiOnia.n saint nie ek ina On tae oe $1,048 $1,082 
Oniantomsand COLpOrauioneee kn eee mor sme tees tence An a aia Meal Nae OEIC. atl FRU S88 943 1,012 
Ontario ducationwapitaleAid Corporation a.ch eee ake oa bots Sea es Os a a eas 934 1,026 
NGA MOPICE AC OLDOLAL LON ae me alee or mee tet eke ua peg ie Macey, phy Wha a ee a are ho 379 351 
Deve lOpINe Nit Ob POCALOINS mete ae te cet er Ae eeu ene Tae) A entra chek calito aoe Re Mae 263 274 
OC OM LOUSI eC OBDOLA CONN 3.04 wk ores Rae IN A ek a id tects ke ee 191 192 
SOE Vampeeree ry Ne te: Che kG TRG Me at tees tod td ge eng SB ee BOR Els bed 234 266 
$3,992 $4,203 


The Ontario Universities Capital Aid Corporation received advances from the Province until March 31, 1978 to 
purchase bonds or debentures issued by provincial universities, colleges, the Art Gallery of Ontario, the Royal 
Ontario Museum and municipalities on behalf of public libraries for approved capital construction projects. The 
securities held by the Corporation are the obligations of the issuing institutions. Effective April 1, 1978 the loan 
program was replaced by grants from the Province to the institutions. During the fiscal year ending March 31, 
1984, $111 million (1983 $111 million) was included in these grants from the Province to cover the amounts of 
principal and interest due to the Corporation from institutions other than municipalities. The Corporation has 
continued to administer the repayment of outstanding loans. 


The Ontario Land Corporation has received advances from the Province for the acquisition and development of 
land and for the financing of mortgages and loans. Of the total advances outstanding, $398 million (1983 $398 
million) is non-interest bearing and has been used to finance land holdings. 


The Ontario Education Capital Aid Corporation received advances from the Province until March 31, 1980 to 
purchase bonds or debentures issued by school boards for capital expansion programs. The securities held by the 
Corporation are the obligations of the individual school boards. Effective April 1, 1980 the loan program was 
replaced by direct grants from the Province to the school boards. Under the support arrangements for the 
repayment of these advances, the Province has given grants, currently averaging 75% of the approved debt 
charges, to local school boards. The Corporation has continued to administer the repayments of outstanding 
loans. 


The Ontario Energy Corporation was established to invest and participate in energy related projects. The 
Province has made loans to and investments in the Corporation, including a $325 million non-interest bearing 
demand loan advanced in 1981 to finance one-half of the purchase price for 25% of the common shares of Suncor 
Inc. by Ontario Energy Resources Limited, a wholly owned subsidiary of the Ontario Energy Corporation. 


The Ontario Development Corporation and the associated Eastern Ontario Development Corporation and 
Northern Ontario Development Corporation provide loans and arrange for provincial guarantees of bank loans to 
qualified enterprises. The Province has an equity investment of $7 million in the Corporations and has advanced 
all funding for their lending programs. Through its budgetary expenditures, the Province also transfers to the 
Corporations an amount to defray the costs of: all administrative expenses, loans made at low interest rates, 
certain loan forgiveness, honouring guarantees, and loan and loss write-offs. In 1984 these transfers amounted to 
$27 million (1983 $31 million). 


The Ontario Housing Corporation plans, constructs and manages residential housing projects. Financing is 
provided by the Province and the Canada Mortgage and Housing Corporation. 
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4. Investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems to serve 
municipalities. These investments are being recovered over the life of the agreements with the municipalities. 
Agreements covering $1,004 million of the investment are for provincially-owned projects which are subject to 
service rate billings. The proceeds from billings are used to amortize the investment over periods of up to forty 
years, to pay for operating costs and to provide a return on the investment. Certain other agreements provide for 
the accumulation of the principal portion of annual amortization payments in a sinking fund. The accumulated 
balance in these funds, which are included in trust and special purpose accounts was $53 million at March 31, 
1984 (1983 $52 million). Since 1978-79, the Province has changed its policy and is phasing out investments in 
favour of assisting municipalities by direct grants. 


5. Other loans and investments 


Included in other loans and investments are Ministry of Health capital construction loans to public hospitals 
amounting to $148 million (1983 $164 million). During the current fiscal year, the Province made grants of $11 
million (1983 $14 million) to assist public hospitals in meeting principal and interest payments. No new loans 
have been made since 1978 when the Ministry changed its public hospitals capital financial support program 
from loans to grants. 


6. Pension and related adjustment funds 


The Province maintains accounts within the Consolidated Revenue Fund for all contributions and interest 
earnings less payments for the Public Service Superannuation Fund, the Superannuation Adjustment Fund and 
the Legislative Assembly Retirement Allowances Account. The amounts recorded by the Province are essentially 
the sole assets of these plans. 


Based on the latest actuarial report as at December 31, 1982, the Public Service Superannuation Fund had 
unfunded liabilities as follows: 


1. An initial unfunded lability of $83 million, upon which an interest contribution of $7 million is required to 
be credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $38 million which are required to be amortized by annual payments of $7 
million until January 1, 1992. 


As at March 31, 1984, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 31, 1984, revealed 
a surplus of $777 thousand. 


1984 1983 
Public Service Superannuation: Rundtivs ices oe ee ee $3,152 $2,764 
Superannuation Adiastiment snd mayen. aes eee es ak ee 915 744 
Legislative Assembly Retirement Allowances Account............. 2.0.00. 0 eee eeu 26 23 
$4,093 $3,501 
7. Debentures and notes 
1984 1983 
Payable in 
Years of 
Maturity Canadian  UnitedStates Deutsche 
March 31 Dollars Dollars Marks Total Total 
1984 $ $ $ $ $ ©6194 
1985 103 3 106 106 
1986 212 100 3 a5 a5 
1987 343 3 346 346 
1988 (ee 200 3 976 976 
1989 919 919 
1-5 years 2300 300 12 2,662 1,937 
6-10 years O02 835 4,217 3,499 
11-15 years 5,780 260 6,040 5,417 
16-20 years 9512 597 10,109 9,348 
21-25 years 1,670 1,996 3,666 3,495 
26-30 years 66 1,094 1,160 1,761 
31-35 years fo (0 74 
36-40 years 10 10 22 
$22,841 $5,082 oy Be $27,935 $25,553 
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The U.S. dollar debenture liability of $5,082 million (1983 $4,927 million) is recorded at par with the Canadian 
dollar and has been incurred on behalf of Ontario Hydro. At March 31, 1984 the Canadian dollar equivalent was 
$6,487 million (1983 $6,080 million). As explained in note 2, the Province has an offsetting asset of Ontario 
Hydro bonds with like terms and conditions to the securities issued by the Province. 


The Province has borrowings of 40 million (1983 65 million) Deutsche Marks recorded at $12 million (1983 $19. 
million), the Canadian dollar equivalent at the time of issue. At March 31, 1984, the Canadian dollar equivalent 
was $20 million (1983 $33 million). 


8. Contingent liabilities 


Obligations guaranteed by the Province: 
1984 1983 
Debentures, bonds and notes 
Oaweey eke) a Ric bey CoA. > Seen Ue Vern aL a eee ec $11,692 $10,238 
D 5 


ONE BLO Vincinlicrow ni cenclesw: 44na vatican Mia 2605 llc soak Bei 


11,697 10,243 
Bank loans guaranteed 
Corporations and individuals 
SHrOUshwarlous SOVEINIMENEDEOSTAING |. Aiciss acco. 2 es! seran dyurde wigan oes 209 220 
Other guarantees 
aL a WON Semeur e 44; aie te eet Mere nema A Nive sg ee, Manse. ets. dake 452 360 
$12,358 $10,823 


Claims against the Crown: 


Claims over $50 million arising from legal action either in progress or threatened against the Crown in respect of 
breach of contract, damages to persons and property and like items totalled $285 million. The amounts have been 
estimated and because the outcome of these actions is uncertain, the likely cost to the Province, if any, cannot be 
determined. 


9. Teachers’ Superannuation Fund 


Through budgetary expenditures, the Province makes annual payments matching teachers’ contributions to the 
Teachers’ Superannuation Fund. Further, the Province is committed to paying any deficiency in the Fund. The 
Fund is administered by the Teachers’ Superannuation Commission. Based on the latest actuarial report as at 
December 31, 1981, the Teachers’ Superannuation Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $23 million is required to 
be credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $105 million which are required to be amortized by annual payments of $16 
million until December 31, 1990. 


As at March 31, 1984 the Province had made all scheduled payments. 


10. Budget figures 


The comparative budget figures in the financial statements are from the 1983 Ontario Budget which was 
presented by the Treasurer of Ontario to the Legislative Assembly on May 10, 1983. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure represents a provision for the 
cost of salary and employee benefit revisions likely to be approved in the fiscal year. These revisions when paid, 
however, are charged to each ministry’s appropriations. 


The Constraint budget figure in the Statement of Budgetary Expenditure represents in-year expenditure savings 
which were specifically identified and allocated to individual ministries during the year. 


11. Comparative figures 


The 1983 comparative figures have been reclassified where necessary to conform with the 1984 financial 
statement presentation. 


Comparative figures have not been reported for Contingent liabilities - Claims against the Crown, since the 
information is not available in this first year of reporting such items. 
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faisant la demande a la librairie du gouvernement de |’Ontario, 880, rue Bay a Toronto. 
On peut aussi écrire au Centre des publications, 5e étage, 880, rue Bay, Toronto (Ontario) 
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Toronto (Ontario) M7A 1Y7 

(416) 965-6568/965-5273 


Contents 


Treasurers statement... 3.27..4.05 404. 
ENehy CALI Levi Waterton oo As 
Budgetary revenue ...048 se. oe 
Budgetary expenditure and its 
MAjOmCOMponentsa ayaa see ee 
Non-budgetary transactions.......... 
Eeunded deb treats. waters ee as ee ene 
Selected financial and economic 


Statisticguaieae.s waite eee a eee ates: 


14 
16 


wae a bt ina ; 


er 9) a pote ae: ie 
Need > > ia a re Bic 


7 (real Pid 200 in 


Treasurer’s statement 


It is my pleasure to present the 1985 Financial Report of the Province of Ontario. The 
Report highlights the major aspects of Ontario’s finances and presents summarized 
financial statements of the Province for the fiscal year ended March 31, 1985. 


The Ontario economy was strong during fiscal 1984-85 with real Gross Provincial 
Product growth of approximately 6% and inflation below 4%. This continued growth of 


Ontario’s economy generated increasing employment opportunities. 


The 1984-85 Public Accounts, which will be submitted to the Ontario Legislature later 


this year, provides further financial information. 


Honourable Robert F. Nixon, 
Treasurer of Ontario 


Toronto, August 1985 


The year in review 


Highlights 


($ millions) 


- Budgetary revenue 
Budgetary expenditure a 

Nau buddeiary ianecetions (net) 

: Net Oleh Gauemens - 


Gross provincial product | 


Ontario’s economy 


In fiscal 1984-85, Ontario’s economy was 
in the midst of a sound and substantial 
recovery. The recovery in output was 
accompanied by strong employment 
growth of 4.5% and a decline in inflation, 
to under 4% over the year. 


Revenue performance 


Revenues for the year were $289 million 
above the 1984 Budget forecast. 
Corporations tax and retail sales tax 
revenues were above the Budget estimate 
resulting from the continuing strength of 
Ontario’s economy. Personal income tax 
revenue was below the Budget following a 
re-estimate of Ontario’s 1984 entitlements 
by the federal government. This reduction 
was partly offset by a compensating 
increase of $321 million in payments from 
the federal government. 


1984-85 1983-84 
23,765 21,313 
26,431 24,553 

964 951 
1,702 2,289 
162,098 148,008 


In addition, interest earnings on 
investments and other revenues exceeded 
the projections by $138 million. 


Expenditures 


Expenditure reductions helped fund 
spending pressures encountered during 
the year. These reductions included lower 
public debt interest costs due to lower than 
projected net cash requirements and 
interest rates. In-year expenditure 
increases were for high priority programs 
in the Social and Resources Policy fields. 
These included $54 million needed to meet 
the caseload increase in provincial income 
support programs. The health care 
programs required an additional $81 
million mainly for the operation of 
hospitals and related facilities and for 
payments to doctors. The municipal 
transit program required an additional 
$29 million for rapid transit construction. 


Net cash requirements 


Net cash requirements of $1,702 million 
were $337 million below the Budget 
estimate as the in-year revenue increases 
were applied to reduce net cash 
requirements. Unavoidable expenditure 
pressures which arose during the year 
were mainly met by funds reallocated 
from other programs. 


Ontario Hydro 


The Province traditionally borrows on 


behalf of Ontario Hydro in United States 
public markets and passes the proceeds 
through to Ontario Hydro on like terms 
and conditions. The year end balance of 
Ontario debt issued for Ontario Hydro was 
Canadian $8,206 million and this liability 
was totally offset by the corresponding 
asset of Ontario Hydro securities held by 
the Province. In addition, securities issued 
by Ontario Hydro are guaranteed by the 
Province and this contingent liability 
amounted to Canadian $13,430 million at 
year end. 


Major sources of budgetary revenue 
Chart 1 


Personal 


income tax 


26.3% 


Other revenues 
and interest 
10.8% 


Budgetary revenue 


Budgetary revenue of $23,765 million was 
$289 million, or 1.2% over the 1985 
Budget forecast as summarized in the 
following table. The major sources of 
budgetary revenue, as well as the 
comparative percentages, are shown in 
Chart 1. 


Taxation 


Corporations income tax and retail sales 
tax revenues strongly exceeded the 
Budget estimate and mostly offset the 
reduction in personal income tax, which 
resulted from the Federal government re- 
estimate of 1984 entitlements. 


Payments from the Government 
of Canada 


Total payments from the Federal 
government of $4,578 million exceeded the 
Budget estimate by $321 million. 
Payments under Established Programs 
Financing were $231 million over the 
Budget estimate primarily due to 
revisions to the personal income tax 
estimate and prior years’ adjustments. 


Health insurance premiums 


Premiums collected under the Ontario 
Health Insurance Plan (OHIP) were 
$1,586 million. A broad program of 
premium assistance is in place for senior 
citizens, social assistance recipients and 
others requiring financial assistance, 
under which $724 million in premium 
collection was foregone. 


Interest on loans, advances and 
investments 


Interest earnings of $505 million on short- 
term investments, advances to crown 
corporations and to municipalities in 
support of a variety of municipally- 
oriented projects were $65 million above 
the Budget estimate due to better than 
expected earnings on short-term deposits 
and higher than originally projected levels 
of liquid reserves. 


Performance of major revenues 
($ millions) 


Actual Budget Variance 

Taxation: 

Personal income tax 6,253 6,952 -699 

Retail sales tax 4,426 4,239 +187 

Corporations tax 2,248 1,942 +306 

Other 2,096 15,023 2,060 15,193 +36 -170 
Government of Canada: 

Established programs 

financing 3,138 2,900 +231 

Other 1,447 4,578 1535.0 Zh delat +90 +321 
OHIP Premiums 1,586 1,597 -11 
LCBO Profits and LLBO Revenues 2855 805 +50 
Interest 505 440 +65 
Other 1,218 4,164 1,184 4,026 +34 +138 
Total 23.165 23,476 +289 


Budgetary expenditure and its major components 


Total budgetary expenditure was $26,431 and other government bodies, represented 

million, $72 million over the Budget 72.5% of budgetary expenditure and 

estimate. Chart 2 depicts budgetary amounted to $19,174 million. Graph 3 

expenditure by policy field. illustrates the five year trend of transfer 
payments. 


Transfer payments 


Transfer payments, which include grants, 
subsidies and assistance largely to persons 


Budgetary expenditure by policy field 


Chart 2 


Education 


20,1% 


Other social 
10.6% 


Health 
31.6% 


General 


EA Social development A Justice policy 
ee Resources development el Other 


= Graph 3: Major com, nents as a per cent of budgetary expenditure 


e Health expenditure was $7,877 
million and included: 


$4,130 million (52%) transferred to 
hospitals and related facilities for 
operating and capital costs; 


$2,416 million (31%) as payments to 
physicians and other health 
practitioners for services and health 
care they provided under the 
Ontario Health Insurance Plan 
(OHIP); 


a ee ee ee ee 


ee ee 


A 


ee ee ee Wager area rere rarer rr ae 


. ja Transfer payments _ 
Program delivery 
[] Public debt interest 


— $1,051 million (13%) for extended 
and special care facilities, 
ambulance and emergency health 
services. 


In addition, pensioners, social 
assistance recipients and those with 
low incomes received OHIP premium 
assistance amounting to $724 million. 


Graph 4: OHIP premiums and health expenditures 


$ billions 


As Graph 4 indicates, most of the 
health expenditure is funded from 
general revenues with OHIP premiums 
contributing 19%. 


Educational expenditure is 
administered mainly through the 
Ministries of Education and Colleges 
and Universities. The Province has 
carried out its responsibility for 
education by supporting local school 
boards for primary and secondary 
schools as well as by funding 


(9 Ontario health costs financed by general revenues | 
[__] Ontario health costs covered by OHIP premiums 


ee 


universities, colleges and other post- 
secondary institutions. The combined 
expenditure of $5,676 million by all 
ministries included: 


- $3,080 million as transfer payments 
to the 186 local school boards in 
support of their operating and 
capital financing needs; 


- $1,941 million paid to the post- 
secondary educational sector for 
operating and capital costs. 


Social services expenditures 
totalled $2,701 million. The services 
are provided mainly through the 
facilities of the Ministry of Community 
and Social Services and by their direct 
financial support to institutions, 
municipalities and various social 
agencies. The programs are designed 
to serve both adults and children. The 
major expenditure items were: 


— $1,575 million for income 
maintenance to individuals 
requiring assistance on a long-term 
basis and subsidies to 
municipalities for their temporary 
assistance programs; 


— $524 million towards the support of 
children’s programs such as 
children’s aid societies, day 
nurseries, mental health facilities 
and juvenile correctional programs. 


Transfer payments to local 
governments, designed to assist 
general municipal programs and to 
reduce revenue deficiencies of 
municipalities, totalled $2,191million. 
The major components were: 


— unconditional grants to 
municipalities in the amount of 
$719 million; 


- subsidies of $507 million to 
municipalities for their road 
programs; 

— capital and operating subsidies for 


municipal transportation systems of 
$321 million; 


— $189 million as direct grants to 
municipalities for the construction 
of sewage and water treatment 
plants and trunk sewers and for the 
operation of waste disposal and 
water treatment facilities. 


Graph 5 shows the five year trend of 
transfer payments by functional objective. 


Graph 5: Transfer payments by functional objective 
_ (asa % of total transfer payments) 


sD Health 
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Program delivery 


A voluntary provincial restraint program 
on public sector wages and provincially 
administered prices was in effect during 
the fiscal year. Public servants‘ salaries 
and benefits, which are the major 
components of program delivery, totalled 
$2,581 million, or 9.8% of the budgetary 


expenditure, a decrease from 10.1% in the 
previous year. 


Public debt interest 


Interest costs associated with the public 
debt were $2,922 million, 11.1% of 
budgetary expenditure, up from 10.3% in 
the previous year. 


Non-budgetary transactions 


Non-budgetary transactions relate to 
lending, investment, pension and related 
adjustment funds and trust 
administration functions. These activities 
generated net inflows of $964 million to 
the Consolidated Revenue Fund. 


The table below shows the non-budgetary 
transactions by major category. 


Lending and investment 


Loans and advances to, and investments 
in, various crown agencies and 
municipalities amounted to $169 million. 
Repayments during the year of loans and 
advances were $435 million. 


Pension and related adjustment 
funds 


Net deposits into the funds totalled $615 
million. These represented employer and 


employee contributions and interest 
earnings less payments for the Public 
Service Superannuation Fund, the 
Superannuation Adjustment Fund, the 
Provincial Judges Benefits Fund, the 
Ontario Provincial Police Supplementary 
Benefit Account and the Legislative 
Assembly Retirement Allowances 
Account. 


Trust and special purpose 
accounts 


The net payments into the Consolidated 
Revenue Fund of $83 million encompass 
transactions for a variety of trust funds 
such as interprovincial lotteries and the 
motor vehicle accident claims fund. 


Non-budgetary transactions 
($ millions) 


Loans, advances and investments 
in various crown agencies and municipalities - 
net repayments 


Pension and related adjustment 
funds - net payments into funds 


Trust and special purpose 
accounts - net increase in funds held 


Total non-budgetary 
transactions 


1984-85 1983-84 
266 273 
615 562 

83 116 
964 951 


Funded debt 


Provincial funded debt is defined to 
include those obligations that have a 
specified term to maturity and are secured 
by debt instruments including bonds, 
debentures, notes and treasury bills. 


Provincial funded debt 


Ontario’s direct funded debt of $32,799 
million comprised $24,593 million of 
direct obligations issued by the Province 
for its own purposes and $8,206 million for 
Ontario Hydro. The direct funded debt is 
made up of borrowing from public and 
non-public sources as depicted on Chart 6. 


Public sector debt 


The broadest measure of funded debt in 
Ontario is consolidated public sector debt. 
As the table indicates, the consolidated 
funded debt included: 


e Ontario’s direct funded debt; 


e guaranteed obligations issued by 
Ontario Hydro and guaranteed by 
the Province; 


e debt incurred by provincial 
agencies, the local government 
sector and the university and 
hospital sector. 


The consolidated debt approach highlights 
the effects of Ontario’s policy of centralized 
public sector financing. 


Major components of funded debt 


Chart 6 


a "Pension ae oo 


[a Non-public borrowing (72.4%) 
fe] Public borrowing (27.6%) 


Consolidated funded debt of the Ontario public sector 


Interim Actual 
March 31/85 March 31/84 
($ millions) % ($ millions) % 
Provincial Direct and Guaranteed 
Direct debt issued for 
— Provincial purposes 24,593 47.7 22,503 47.6 
- Ontario Hydro 8,206 15.9 7,487 15.8 
Guaranteed Debt* 
- Ontario Hydro 13,430 26.1 12,044 YASS 
Sub-Total 46,229 89.7 42,034 88.9 
Other Public Sector 
Provincial Agencies Pel a4 ios Sek 
Local Government Sector 3425 6.6 groo4 hel 
University and Hospital Sector 153 0.3 161 U3 
Sub-Total 5,291 10.3 5203 Lilet 
Total 51,520 100.0 47,307 100.0 


*The guaranteed debt excludes bank loans and is net of debt accumulated by Ontario Hydro for retirement, which in 1985 was $920 
million (1984 $857 million). 


Selected financial and economic statistics 


($ millions) 


March 31 1985 1984 1983 1982 1981 
Consolidated revenue fund inflows 

Budgetary revenue =... oe ea 23,765 21,313 19322 17,884 15,549 

Non-budgetary repayments and deposits .... 1,431 1,334 Perit 1,002 921 
Consolidated revenue fund outflows 

Budgetary expenditures... en eee 26,431 24,553 22,509 19,651 16,836 

Non-budgetary payments .................. 467 383 402 738 437 
Net cashrequirements ...................... 1,702 2,289 2,478 1,503 803 
Provincial debt transactions (net) ........... 2,090 2,860 2,051 1,363 968 
Ontario Hydro debt transactions (net) ....... 719 429 485 1,694 ons 
Liabilities 

Direct funded debt issued for 

= “Provincial purposes a.c ae eee 24,593 22,503 19,643 Ping TOs255 
=o JUtARIO RLV Cron wsce ke 7-0 pelea a eee 8,206 7,487 7,058 O73 4,879 

Otherds.. 2.2 cess HOO ac ers a 5,709 5,011 4,333 3,784 3,330 
Totaliiabilities..°.2.0 30.2.) = eee 38,508 35,001 31,034 27,949 © 24.427 
Gross provincial product 
at market prices! ........0................... 162,098 148,008 133/536 127,408 112,066 
Gross provincial product 
in constant (1971) prices! .................... 54,341 51,020 48,470 51,024... 49.631 
Personal income (Ontario)!.................. 141,799 130;333 121,091 109,672 93,868 
Personal income (Ontario) per capita! 
(June 1 population) (indollars) ................. 15,849 14,768 13,893 12,716 10,953 
Net cash requirements/GPP(%) .............. 1.0 15 1.9 LZ 0.7 
Direct funded debt issued for 
provincial purposes/GPP (%) ................ 15.2 Loz 14.7 13.8 14.5 
Ontario public sector funded 
debUGPP(%) : 2. ee ae ee 31.8 31.9 30.4 30.0 Bpays 
Contingent liabilities ........................ 14,220 T2701 LEZ 9 284 8,553 


1 Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing ina fiscal year column 


are for the preceding calendar year. 


14 


Summary of significant accounting policies 


The accounting basis 


The financial statements, prepared using the concept 
of a Consolidated Revenue Fund, have been designed 
primarily to provide an accounting of the financial 
resources appropriated by the Ontario Legislature. 
The policies and practices followed by the Province, 
under which the financial transactions of government 
ministries are recorded and displayed as Consolidated 
Revenue Fund cash inflows and outflows, best 
accommodate reporting to the Legislature. 


The cash basis of accounting used by the Province is 
modified to allow for an additional thirty days to pay 
for debts incurred during the fiscal year just ended. 
Cash inflows, on the other hand, are closed at March 
31 for cash received or in transit. With respect to 
provincial crown corporations, agencies, boards and 
commissions, the financial statements of the 
Consolidated Revenue Fund reflect only the extent to 
which their operations have been financed or have 
contributed to the Fund for the year. 


The accounting of the Province’s transactions is 
recorded under three categories: Budgetary 
transactions, Non-budgetary transactions and 
Financing transactions. 


Budgetary transactions 


Budgetary transactions are operational activities of 
the Government. 


Revenue 


Includes revenue raised through taxation, premiums, 
fees, licences and permits, payments from the Federal 
Government under fiscal arrangements and shared- 
cost programs, and income from investments. 


Expenditures 


Expenditures on government programs include 
payments for goods and services, interest on the public 
debt, salaries, transfer payments to individuals, 
municipalities and institutions, subsidies and grants, 
and the acquisition and creation of fixed assets. 


Non-budgetary transactions 


Non-budgetary transactions are the lending, 
investment and trust administration activities of the 
Government, including loans, advances and 
investments, pension and related adjustment funds 
and other trust and special purpose accounts. These 
transactions affect only asset and liability accounts. 


Loans, advances and investments 


This category includes the government lending and 
investment activity in various crown corporations, 
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agencies and municipalities. All of these loans and 
advances are repayable or represent equity holdings 
supported by the assets of the corporations. 


Pension and related adjustment funds 


Pension and related adjustment funds consist of all 
employee and employer contributions and interest 
earnings of the Public Service Superannuation Fund, 
the Superannuation Adjustment Fund, the 
Legislative Assembly Retirement Allowances 
Account, the Provincial Judges Benefits Fund, and the 
Ontario Provincial Police Supplementary Benefit 
Account and payments made from these funds. 


Trust and special purpose accounts 


Trust and special purpose accounts arise from the 
Province’s trust administration activity for both 
government ministries and the private sector. 


Financing transactions 


Financing transactions are the borrowing and 
repayment activities of the Government, and are of 
two types. 


Debt transactions 


Debt transactions are the borrowing and repayment 
transactions which include obligations issued for both 
non-public and public sources of funds. 


Ontario Hydro transactions 


Ontario Hydro transactions relate to amounts 
borrowed by the Province on behalf of Ontario Hydro. 
The Province issues securities, and advances the 
proceeds to Ontario Hydro in exchange for bonds with 
like terms and conditions. Since these transactions 
and the ensuing retirement and debt servicing costs 
are the result of a financing alternative and are nota 
part of the Province’s own budget plan, they are 
classified separately. 


Assets, net debt and liabilities 


Assets 


Advances to Ontario Hydro represent the face value of 
funds advanced to Ontario Hydro, stated in Canadian 
dollars using the exchange rate in effect on the 
reporting date. All other assets are claims by the 
Consolidated Revenue Fund on other parties and have 
been created by cash transactions. As indicated in the 
Notes to the financial statements, under current 
government policy, the funds required to repay some of 
the advances and loans included as assets are 
effectively provided out of provincial expenditure 
appropriations. The liabilities are claims by other 
parties on the Consolidated Revenue Fund. Since 


expenditures on fixed assets do not represent financial 
claims on other parties and are not considered to differ 
from any other service to the public, they are not 
reported as assets but are expensed as budgetary items 
in the year of acquisition. 


Net debt 


The net debt of the Province is the excess of liabilities 
over financial assets, representing the accumulation 
of all budgetary deficits and surpluses since 
Confederation. The year-to-year change in net debt is 
the amount by which budgetary revenues exceed or 
are less than budgetary expenditures. 


Liabilities 


Funded debt 


Funded debt comprises obligations that have a 
specified term to maturity and are secured by debt 
instruments. Included are debentures, notes and 
treasury bills which are recorded at the face value of 
the debt instrument, or in the case of the foreign 
currency denominated debt, at the Canadian dollar 
equivalent. Discount, premium and commission 
expenses are treated as current year budgetary 
transactions. The general resources of the Province 
are used for the continued orderly retirement of debt 
and no sinking funds are maintained for this purpose. 


Other liabilities 


Other liabilities include pension and related 
adjustment funds, deposits with the Province of 
Ontario Savings Office and trust and special purpose 
accounts as described under Non-budgetary 
transactions. 


Debentures and notes issued for Ontario Hydro are 


stated in Canadian dollars using the exchange rate in 
effect on the reporting date. 


Contingent liabilities 


The contingent liabilities of the Province consist of 
guarantees by the Treasurer of Ontario and material 
claims against the Crown. The guarantees 
denominated in foreign currencies, are translated to 
Canadian dollars at year end rates of exchange. 


Foreign currency translation 


Commencing in fiscal year 1984-85, proceeds and 
retirements of loans denominated in foreign 
currencies are recorded as Financing transactions at 
the Canadian dollar equivalent using the rate of 
exchange prevailing on the day of the transaction. 
Debt payable and contingent liabilities are translated 
to Canadian dollars at year end rates of exchange. 


In the case of outstanding debt issued on behalf of 
Ontario Hydro, the offsetting advances to Ontario 
Hydro are similarly translated at year end rates of 
exchange and, therefore, there is no exchange gain or 
loss to be recorded. In the case of outstanding debt 
incurred for provincial purposes, exchange gains or 
losses are recorded as Budgetary transactions. 


Prior to 1984-85, proceeds and retirements of loans 
were recorded as Financing transactions, at par in the 
case of U.S. currency and at the Canadian dollar 
equivalent translated at the exchange rate in effect at 
the time of issue for other foreign currencies. Any 
resulting exchange gains or losses on debt incurred for 
provincial purposes were recorded as Budgetary 
transactions when realized. Contingent liabilities 
were translated at the rates of exchange at the time of 
issue except for amounts maturing within one year 
from the statement date, which were translated at the 
year end rates of exchange. 


1% 


Statement of financial position 
as at March 31, 1985 ($ millions) 


Assets 


Net debt 


Liabilities 


Cash and temporary investments (note 1).................... 
Advances and investments - corporations, boards and 
COMMISSIONS (HOtE.Z) ee eee eee ee 
Investments in water treatment and waste control 

facilities (at cost less recoveries) (note 3)...................2. 
Loans:toimunicipalitiess: a0). a ve eee ee 
Other loans and investments (note 4) ...................04.. 


Advances to Ontario Hydro, secured by bonds (notes 5 & 10).... 


Totalimancialassets a0 0 eee er eee ene 


PASH Cis 8 Oi LP O08 56, Rohe) oa) sare (Si \6\ ish 1a) sep fey). 8uye) ie) Je se.ne' satis) “at Coles) layw(ainel a, Wey, oleie; a Rei amet a neliee a) va Meas ket ettcuterrat cian cn rcaryama 


Funded debt 
Debentures and notes for provincial purposes (note 6)........ 
TreasunyeD ils ies cede ee os ah eee ee ee 


Pension and related adjustment funds (note 7) ............... 
Deposits with the Province of Ontario Savings Office ......... 
Trust and special purpose accounts ......................... 


Total liabilities for provincial purposes ................ 
Debentures and notes issued for Ontario Hydro 
GrYanteh eke U1) Peni Po ORM On NRTEC Pees wn) Er lat oes 


Contingent liabilities (note Seis. se ee ae ee eee 


See accompanying Summary of significant accounting policies and Notes to the financial statements 
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Approved on behalf of the Ministry of Treasury and Economics: 


Ve Aue ae 


B. A. SMITH, Deputy Treasurer of Ontario and Deputy Minister of Economics 


Alf huvtoce 


D.S.McCOLL, Assistant Deputy Minister, Office of the Treasury 


1985 — 


"2,126 


3,777 


1,075 


331 
145 


7,454 
8,206 


15,660 


22,848 


38,508 


23,943 


650 


24,593 


4,708 
«655 
346 


30,302 


8,206 — 


38,508 
14,220 


1984 


1,738 
3,992 


1,093 
348 
161 


7,332 
7,487 


14,819 


20,182 
35,001 


Statement of consolidated revenue fund transactions 


for the year ended March 31, 1985 ($ millions) 


Budgetary transactions 
RR EVENUC am ees Ctuhent seen a eens ome 


Non-budgetary transactions (net) 
Loans, advances and investments ..... 
Pension and related adjustment 
CUNnGS see Lee ee NRE ole oni ye 
Trust and special purpose accounts. ... 


Non-budgetary transactions (net)... 


Net cashrequirements .................. 


Financing 
Debt transactions 
Proceeds of loans net of 
PEGIE CINE MUS ace me ccns ote Se ts cass mia 


Ontario Hydro transactions (note 10) 
Net proceeds of loans and foreign 
exchange differential ............. 
Related advances, interest, foreign 
exchange differential and 
ROCONCLICS Muair nh, MEM et iat 2 


Increase in cash and temporary 
UIVESEMIC Lom gees 44.0 eons a hd he as: 


otal financinges se). 68s nae... So aaen 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Budget 
1985 

23,476 
26,359 

2,883 
134 
606 
104 

844 

2,039 

2,073 

2,039 


Actual 
1985 
23,765 
26,431 
2,666 
266 
615 
83 
964 
1,702 
2,090 
719 
(719) - 
388 
1,702 


Actual 
1984 
JA We) 
24,553 
3,240 
23 
562 
116 
951 
2,289 
2,860 
429 
(429) - 
571 
2,289 
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Statement of budgetary revenue 
for the year ended March 31, 1985 ($ millions) 


Taxation 


Other revenue 


Persona income: taxes ee nee ee 
Retail sales:ta cist tse eis ie oe ca ee ee 
Corporations la xcs seine eer aa eke eee 
Gasolineitaxeis ve ary ere ans, Se a eee 
TLODACCOLE Xo, See eee ater oath cates 
Bue lita xaie agen eee oat A en eee cece in Oh 


Ra&Getraches Ca Kc em erie oo ie Mk BAR. ete Sasa 
Mining DeOiits Caxa pierre i ete oe ee inc eens 
SUCCESSIO rec ULL Veet eee mer ite es ol oat se 
Public tilitvestincometaxses- 4.0 see eee 


Premiums - Ontario Health Insurance Plan...... 


Profits from crown corporations and boards 


Liquor Control Board of Ontario ............ 

Ontariodcottery Corporation»... 4.5... 
Vehicleregistration fees a.) 40s aa 
Liquor Licence Board of Ontario revenues....... 
Otherteesandticencess.. 45.2 ase aes 
Fineésiand'penaltiess ater ie eae ee 
Utility servicechargvesi. 2) 28sn 4. eeee ones 
ROya eres epee es We te teh ag peers eat nh iee se 
Salesand rentalow, va yee ere ree eek os 


Government of Canada 


Interest on loans, advances and investments 


Total budgetary revenue 


Established Programs Financing 


Cash Contributionmeaceeee: ole eee 
Extended Health Care Services............. 
Canada Assistance Ielates nae oe a ee 


OLN ac) rene eee TMS Pen On oa ls oF Liven) IN eer niin tee 


23,476 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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505 


23,765 


Actual 
1984 


21,313 


Public debt interest 
Contingency Fund (note 11) 


Education 


Social development policy field 


Community and Social Services 
Colleges and Universities 


Citizenshipand Culture... o. 2,-6.6 02: 


Social Development Policy 


Transportation and Communications 
Municipal Affairs and Housing 
Natural Resources 
Agriculture and Food 
Environment 


Energy 


Labour 


Justice policy field 


Solicitor General 
Attorney General 
Correctional Services 


General government 


Revenue 


Resources development policy field 


Statement of budgetary expenditure 
for the year ended March 31, 1985 (§$ millions) 


Treasury and Economics 
Government Services 
Northern Affairs 
Office of the Assembly 
Management Board of Cabinet 
Intergovernmental Affairs 


OUTST ror cre he ees Fhe Oe ee OD em gs en PIE oe 


Total budgetary expenditure 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of non-budgetary transactions 
for the year ended March 31, 1985 ($ millions) 


Budget 
1985 
Loans, advances and investments 
REPAYMENTS BY: 
Corporations, boards and commissions 
Crop Insurance Commission of Ontario............ ~ 
DevelopmentiCorporations: 346-5. = ee 23 
Ontario Education Capital Aid Corporation........ 98 
Ontario wand Conporacion a = eee eran nes ay 
Ontario Universities Capital Aid Corporation...... 36 
OEE I A a ARS eu a RAS ee ed rz 
Murmmempa ities: a4 he sane wee ree Lee ine Das 40 
Water treatment and waste control facilities.......... 55 
Other loans and investments...................-.... 9 
325 
PAYMENTS TO: 
Corporations, boards and commissions 
Development Congorationcs <7 4. en eee 63 
Ontario Energy Corporation...................... 28 
OCG Tai Beh Naa ree OY 2, We Rtn tee eel ee 10 
MUMICI PANG St cs cele rn eee we ad nett te 30 
Water treatment and waste control facilities.......... 60 
191 
Net decrease in loans, advances and investments 134 
Pension and related adjustment funds 
DEPOSITS TO: 
Public Service Superannuation Fund................. 590 
Superannuation Adjustment Fund................... 230 
La 62) oh ORE RR Se we wit Ae mn On te ela 4 
824 
PAYMENTS FROM: 
Public Service Superannuation Fund................. 150 
Superannuation Adjustment Fund................... 67 
OCG Yamaha ten eat a Bett ad Cente et a oe am Gp 1 
218 
Net increase in pension and related adjustment funds,...... 606 
Trust and special purpose accounts 
DEPOSITS TO: 
Interprovincial lotteries trust fund................... 95 
Motor vehicle accident'claims fund... ..2:..<..s.....- 9 
OEE r rs rat tt APR aa (on teen Goan Ra Cd 8 
112 
PAYMENTS FROM: 
Interprovincial lotteries trust fund................... 22 
Motor vehicle accident claims fund................... 8 
Province of Ontario Savings Office - net 
CeCrBaSe Crease) ao)... nc eeitest ie wee el en (25) 
O14 0S ore 02 See tn ens sakura ee ene Ook Bes ny en a 
=e 
Net increase in trust and special purpose accounts ........... 104 
Total non-budgetary transactions........................... 844 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Statement of debt transactions 
for the year ended March 31, 1985 ($ millions) 


Proceeds of loans 
NON-PUBLIC 


Canada Pension Plan Investment Fund...... 
Teachers’ Superannuation Fund ............ 


PUBLIC 


Depentures and motese sae ee ae ns 
CASUN Ys PINS amen mre en ree seas ot 


Total proceeds of loans 


Retirements of loans 
NON-PUBLIC 
PUBLIC 


Debentures and noted. 2 aa... shew ee 


Total retirements of loans 


Debt transactions (net) 


Budget 
1985 


1,220 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Actual 
1985 


Actual 
1984 


1,201 
786 


500 
650 


3,137 


10 


267 
277 


2,860 
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Statement of Ontario Hydro transactions 


for the year ended March 31, 1985 ($ millions) 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Proceeds of loans (public) dune tae. 2 ae ee 
Retirements. ofdoans (public/e ye. 20a 


Net proceeds (note LU): 9. eee a ea ee, 
Foreign exchange differential (note 6)........... 


Net increase in debentures and notes for 
Ontario Hydropurposesm carte eh 


Related advances, interest and recoveries (note 10) 
Advances to Ontario Hydro................. 
[interest mne aerate etek it ee woh ters 


Related advances, interest, foreign exchange 
differential and recoveries (net) ................ 


1984 


368 
(160) 


208 
221 


429 


368 
800 
(960) 


208 
221 


429 


Notes to the financial statements 


(all figures in millions of dollars) 


1. Cash and temporary investments 


Temporary investments consist mainly of marketable short-term securities issued by Canadian chartered banks 
and provincial and federal governments and are recorded at cost. Also included are $28 million (1984 $36 million) 
of debentures and bonds issued or guaranteed by the Province, which at March 31, 1985 had a market value of $24 
million (1984 $28 million). 


2. Advances and investments - corporations, boards and commissions 


1985 1984 

Ontario. Universities Capital Aid Corporation=... 2... 5,025 0.¢e6 $600 b see vs sdavene. $1,012 $1,048 
Oniar carandColporatiOne <0 peh ee: mee eae er toe Ge RA ye | MiP 872 943 
Oita educationiwapita Aid CorporariOn (a. 0. s+ ee eee ces os ore hike os 836 934 
Py car ee nel 2 yee OY DOLa LION he we see) Pile OO ONS clr sign oe see 407 al9 
Dewelo pircn GOL poratiOnic meme ane mM te coe a) ornacs & cheats 213 263 
DELO TOs noe OLDOLA LON st ee awe ae een wees Mw ey orc ts. 4 tte ea 183 191 
CASAS E, home Dele Leto ales gel mG i a ac aly i ed a fa aca ae 194 234 
$3,777 ‘$3,992 


The Ontario Universities Capital Aid Corporation received advances from the Province until March 31, 1978 to 
purchase bonds or debentures issued by provincial universities, colleges, the Art Gallery of Ontario, the Royal 
Ontario Museum and municipalities on behalf of public libraries for approved capital construction projects. The 
securities held by the Corporation are the obligations of the issuing institutions. Effective April 1, 1978 the loan 
program was replaced by grants from the Province to the institutions. During the fiscal year ending March 31, 
1985, $111 million (1984 $111 million) was included in these grants from the Province to cover the amounts of 
principal and interest due to the Corporation from institutions other than municipalities. The Corporation has 
continued to administer the repayment of outstanding loans. 


The Ontario Land Corporation has received advances from the Province for the acquisition and development of 
land and for the financing of mortgages and loans. Of the total advances outstanding, $395 million (1984 $398 
million) is non-interest bearing and has been used to finance land holdings. 


The Ontario Education Capital Aid Corporation received advances from the Province until March 31, 1980 to 
purchase bonds or debentures issued by school boards for capital expansion programs. The securities held by the 
Corporation are the obligations of the individual school boards. Effective April 1, 1980 the loan program was 
replaced by direct grants from the Province to the school boards. Under the support arrangements for the 
repayment of these advances, the Province has given grants, currently averaging 75% of the approved debt 
charges, to local school boards. The Corporation has continued to administer the repayments of outstanding loans. 


The Ontario Energy Corporation was established to invest and participate in energy related projects. The 
Province has made loans to and investments in the Corporation, including a $325 million non-interest bearing 
demand loan advanced in 1981 to finance one-half of the purchase price for 25% of the common shares of Suncor 
Inc. by Ontario Energy Resources Limited, a wholly owned subsidiary of the Ontario Energy Corporation. 


The Ontario Development Corporation and the associated Eastern Ontario Development Corporation and 
Northern Ontario Development Corporation provide loans and arrange for provincial guarantees of bank loans to 
qualified enterprises. The Province has an equity investment of $7 million in the Corporations and has advanced 
all funding for their lending programs. Through its budgetary expenditures, the Province also transfers to the 
Corporations an amount to defray the costs of: all administrative expenses, loans made at low interest rates, 
certain loan forgiveness, honouring guarantees, and loan and loss write-offs. In 1985 these transfers amounted to 
$27 million (1984 $27 million). 


The Ontario Housing Corporation plans, constructs and manages residential housing projects. Financing is 
provided by the Province and the Canada Mortgage and Housing Corporation. 


3. Investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems to serve 
municipalities. These investments are being recovered over the life of the agreements with the municipalities. 
Agreements covering $991 million of the investment are for provincially-owned projects which are subject to 
service rate billings. The proceeds from billings are used to amortize the investment over periods of up to forty 
years, to pay for operating costs and to provide a return on the investment. Certain other agreements provide for 
the accumulation of the principal portion of annual amortization payments in a sinking fund. The accumulated 
balance in these funds, which are included in trust and special purpose accounts was $47 million at March 31, 
1985 (1984 $53 million). Since 1978-79, the Province has changed its policy and is phasing out investments in 
favour of assisting municipalities by direct grants. 


4. Other loans and investments 


Included in other loans and investments are Ministry of Health capital construction loans to public hospitals 
amounting to $132 million (1984 $148 million). During the current fiscal year, the Province made grants of $10 
million (1984 $11 million) to assist public hospitals in meeting principal and interest payments. No new loans 
have been made since 1978 when the Ministry changed its public hospitals capital financial support program from 
loans to grants. 


5. Advances to Ontario Hydro 


The Province has advanced funds to Ontario Hydro, secured by bonds with like terms and conditions to the 
securities issued by the Province on behalf of Ontario Hydro. The bonds consist of U.S. $5,272 million (1984 U.S. 
$5,082 million), and Canadian $1,000 million (1984 Canadian $1,000 million) with respect to Canada Pension 
Plan funds. At March 31, 1985 bonds denominated in U.S. dollars are recorded at $7,206 million (1984 $6,487 
million), the Canadian dollar equivalent using the exchange rate in effect at March 31. 


6. Debentures and notes 


Debentures and notes payable, for Provincial purposes and for Ontario Hydro, expressed in Canadian dollars, are 
summarized by years of maturity in the following tables. 


FOR PROVINCIAL PURPOSES 


Years of 
Maturity 
March 31 1985 1984 
1985 $ $106 
1986 20 208 
1987 346 346 
1988 776 776 
1989 919 919 
1990 453 
1-5 years 2,709 2,362 
6-10 years 3,790 3,002 
11-15 years 6,780 5,780 
16-20 years 8,611 8,512 
21-25 years 1,917 1,670 
26-30 years 69 66 
31-35 years 64 Ah 
36-40 years 3 10 
$23,943 $21,853 
FOR ONTARIO HYDRO 
Years of 
Maturity 1985 1984 
March 31 Canadian United States Total Total 
1986 $ $ 136 $ 6136 $ 128 
1987 
1988 23 273 200 
1989 
1990 274 274 
1-5 years 683 683 383 
6-10 years 1,208 1,208 1,066 
11-15 years 542 542 332 
16-20 years 1,000 1,067 2,067 1,762 
21-25 years 2,630 2,630 2,548 
26-30 years 1,076 1,076 1,396 
$1,000 $7,206 $8,206 $7,487 
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The U.S. dollar debenture liability has been recorded at the Canadian dollar equivalent using the exchange rate in 
effect at March 31. 


The foreign exchange differential of $480 million (1984 $221 million), in the Statement of Ontario Hydro 
transactions, consists of: 


© $460 million (1984 $210 million) attributable to the revaluation of the liability at the end of the 
previous fiscal year using the exchange rate in effect at March 31, 1985: and 


¢ $20 million (1984 $11 million) attributable to the revaluation of the in-year transactions using the 
exchange rate in effect at March 31, 1985. 


As explained in Note 5, the Province has an offsetting asset of Ontario Hydro bonds with like terms and conditions 
to the securities issued by the Province. 


7. Pension and related adjustment funds 


The Province maintains accounts within the Consolidated Revenue Fund for all contributions and interest 
earnings less payments regarding the following pension and related adjustment funds and accounts. The amounts 
recorded by the Province are essentially the sole assets of these plans. 


1985 1984 

Bublic pec ice muperannuad tion Hund ae wey a ont. ees a cc kes $3,554 $3,152 

Dupe ranmuationsAcdiuctment Unde meetin ei 5 ae 1,099 915 

Legislative Assembly Retirement Allowances Account ........................... 29 26 
owancialsudges benelits Mundie. ts 16 oak Sens ea ck eaten Sk ae 
Ontario Provincial Police Supplementary Benefit Account ....................... 1 

$4,708 $4,093 


Based on the latest actuarial report as at December 31, 1982, the Public Service Superannuation Fund had 
unfunded liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution of $7 million is required to be 
credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $38 million which are required to be amortized by annual payments of $7 
million until January 1, 1992. 


As at March 31, 1985, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 31, 1984, revealed a 
surplus of $777 thousand. 


8. Contingent liabilities 


Obligations guaranteed by the Province: 


1985 1984 
Debentures, bonds and notes 
ON CALIOUAY Choa tare iy eyeie ink er eee At ale teas fa eS ie IN LAs o $13,430 $12,044 
Bank loans guaranteed 
Corporations and individuals 
torough various government progra nsw mene ie ee ee 251 209 
Other guarantees 
GE DOPA LION Satta neta eee el ear OR On na Mise he RS en soup ae he ed 534 453 
Provincia VClOWNACENICIOS te viral ce mere iene tee, tee ty en Ce oe Se 5 5 
$14,220 $12,711 


Claims against the Crown: 


There are four claims outstanding over $50 million each arising from legal action either in progress or threatened 
against the Crown in respect of breach of contract, damages to persons and property and like items. The likely cost 
to the Province, if any, cannot be determined because the outcome of these actions is uncertain. 
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9. Teachers’ Superannuation Fund 


Through budgetary expenditure, the Province makes annual payments matching teachers’ contributions to the 
Teachers’ Superannuation Fund. Further, the Province is committed to paying any deficiency in the Fund. The 
Fund is administered by the Teachers’ Superannuation Commission. Based on the latest actuarial report as at 
December 31, 1981, the Teachers’ Superannuation Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $23 million is required to 
be credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $105 million which are required to be amortized by annual payments of $16 
million until December 31, 1990. 


As at March 31, 1985, the Province had made all scheduled payments. 


10. Change in accounting policy 


As described in the Summary of significant accounting policies, a change in accounting policy on foreign currency 
translation took place during 1984-85. This reflects changes which have occurred in the relationship among 
currencies over time and is intended to produce a more representative value of the assets and liabilities at the 
statement date. This change does not significantly impact on the operations. Previous year’s balances and 
transactions have been restated to correspond with this policy. 


11. Budget figures 


The comparative budget figures in the financial statements are from the 1984 Ontario Budget which was 
presented by the Treasurer of Ontario to the Legislative Assembly on May 15, 1984. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure represents a provision for the 
cost of salary and employee benefit revisions likely to be approved in the fiscal year. These revisions when paid, 
however, are charged to each ministry’s appropriations. 

12. Comparative figures 


The 1984 comparative figures have been reclassified where necessary to conform with the 1985 financial 
statement presentation. 
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available free from the 

Ontario Government Bookstore, 

880 Bay St. Toronto. 

Out-of-town customers write to the 
Publications Services Section, 5th Floor, 
880 Bay St., Toronto, Ontario, M7A 1N8. 
Telephone 965-6015. Toll free long distance 
1-800-268-7540. 

In Northwestern Ontario, 0-Zenith 67200. 


ISSN 0318-4005. 


General inquiries regarding the Financial 
Report should be directed to: 

Ministry of Treasury and Economics 

Office of the Treasury 

Frost Building North 

Toronto, Ontario M7A LY7 

(416) 965-6568 /965-5273 
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On peut obtenir des exemplaires gratuits 
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du gouvernement de |’Ontario, 

880, rue Bay a Toronto. 
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Centre des publications 
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Téléphone 965-6015. Interurbain sans frais: 
1-800-268-7540. Dans le Nord-Ouest de 
’Ontario: O-Zénith 67200. 
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Adresser les demandes de renseignements 
genéraux sur le Rapport financier au: 
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Bureau du Trésorier 

Edifice Frost Nord 
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TREASURER’S 
STATEMENT 


Iam pleased to present the 1986 
Financial Report of the Province of 
Ontario. It highlights the major aspects 
of Ontario’s finances and presents 
summarized financial statements of the 
Province for the fiscal year ended March 
31, 1986. 

The Ontario economy was strong 
during calendar 1985 with real Gross 
Provincial Product growth of 5.2% and 
inflation in the 4% range during fiscal 
year 1985-86. This buoyant economic 
climate generated increased employment 
opportunities and, as a result, employ- 
ment rose by 171,000 during 1985-86. 


Increased consumer confidence, as 
reflected in the growth of retail sales and 
the strong housing market, played a key 
role in sustaining the Province’s 
economic performance. 

The 1985-86 Public Accounts will be 
submitted to the Ontario Legislature 
later this year with more detailed 
financial information. 

Comments or questions on the 
contents of this Report are welcomed. 
You are invited to send them to the 
Office of the Treasury in the Ministry 
of Treasury and Economics. 


Robert F. Nixon, 
Treasurer of Ontario 


Toronto, August 1986 


Ontario 


THE YEAR 


IN REVIEW 
Highlights 


($ MILLIONS) 


1985-86* 1985-86** 1984-85 
Budgetary revenue 26,059 26,059 23,765 
Budgetary expenditure 28,789 32,460 26,431 
Non-budgetary 
contribution (net) 1,125 4,291 964 
Net cash requirements 1,605 2,110 1-762 
Gross provincial 177,059 177,059 163,145 
product 
* Before extraordinary adjustments 
** After extraordinary adjustments 
Ontario’s economy Graphi 1 
Real GPP growth % 
In fiscal 1985-86, Ontario’s economy was Ks 
healthy. This was due to several factors, 
including increased business non-residential 
investment, strong residential construction 
and continued growth in consumer spending. 
The recent patterns of the provincial economy 
are set out in the following graphs and : 
commentary. 
Real Gross Provincial Product (GPP) growth. 
A key indicator of the productive health of ale 
the provincial economy is the real GPP Calendar 1981 1989 1983 1984 1985 


growth - the percentage change in the value 
of all goods and services produced in Ontario, 
adjusted for inflation. Graph 1 shows the 
quarterly rates of growth, expressed as 
annual rates, in provincial output over the 
past five calendar years, including its 


significant decline during the recession of 
1981 and 1982 and its subsequent recovery. 
In the calendar year 1985, GPP grew by 5.2%. 
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Graph 2 
Inflation rate (CPI) % 
15 
10 
5 
0 
1982 1983 1984 1985 1986 
Rate of inflation (CPI). 
The rate of inflation as measured by the 
Consumer Price Index (CPI) has been 
declining steadily in Ontario in recent years. 
In fiscal 1985-86 it stabilized in the 4% range 
(Graph 2). 
Graph 3 
Growth in employment %, 
5 
=f 0 
5 
1982 1983 1984 1985 1986 


Growth in employment. 


A central element of an economy’s health is 
its ability to generate jobs. The 1985-86 rate 
of growth of the annual average employment, 
at approximately 4%, continued the strong 
trend of recent years (Graph 3). 


Graph 4 
Unemployment rate % 
12 
9 
6 
1982 1983 1984 1985 1986 
Unemployment rate. 
The average unemployment rate dropped to 
7.6% in fiscal 1985-86 from 8.9% in the 
previous year (Graph 4). 
Graph 5 
Prime rate/exchange rate Apr. 85 - May 86 
Exchange $ US/$ Cdn. Interest % 
.7400 14.0 
.7300 
11.5 
.7200 
.7100 9.0 
Apr.M J J A S ON Dec.JJan. F M~ A May 


1985 1986 


mmm = Exchange rate 
@mmms Chartered banks’ prime business loan interest rate 


Interest rate and exchange rate. 


Interest rates gradually declined during the 
last nine months of 1985. In early 1986, 
interest rates rose as the Bank of Canada 
took measures to support the Canadian 
dollar; they resumed their downward trend as 
the dollar recovered (Graph 5). 
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Revenue highlights 


Budgetary revenues for the year were $363 
million, or 1.4% above the 1985 Budget 
forecast. Personal income tax was $472 
million more than previously estimated due 
to adjustments by the federal government for 
prior years’ actual personal income tax 
assessments and a federal re-estimate of 1985 
tax year revenues. These increases were 
partly offset by a $97 million decrease in 
federal payments under the Established 
programs financing arrangement. 


Expenditure highlights 


Budgetary expenditures were $293 million, 
or 1.0% above the Budget plan with the 
largest increases occurring in social 
programs. The Province provided $128 


million to pay down bridge financing loans of 
a number of hospitals and health science 
centres. Payments under the Ontario Health 
Insurance Plan for laboratory, physicians’ 
and practitioners’ services were $67 million 
higher due mainly to increased utilization. 
In addition, more funds were made available 
for agricultural programs. 


Net cash requirements 


Net cash requirements before extraordinary 
adjustments were $1,605 million, $90 million 
below the Budget estimate. After taking into 
account extraordinary adjustments, net cash 
requirements were $2,110 million, $103 
million less than the Budget estimate. Graph 
6 shows net cash requirements for the past 
five years. 


Graph 6 
Net cash requirements $ billions 
- 2.50 
: | . | 
0 
1982 1983 1984 1985 1986 


es Before extraordinary adjustments sl After extraordinary adjustments 
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BUDGETARY 
REVENUE 


Budgetary revenue of $26,059 million was the 1986 Budget estimate. Adjustments by 
$363 million, or 1.4% over the 1986 Budget the federal government for prior years’ actual 
forecast (Table 1). The major sources of assessments accounted for $331 million, and 
budgetary revenue and their respective a re-estimate of 1985 tax year revenue added 
percentages are shown in Chart 7. $141 million. These increases caused a $97 


million decrease in federal payments under 
the Established programs financing 
arrangement. 


Taxation 


Personal income tax was $472 million above 


Chart 7 
Sources of budgetary revenue 


Personal 
income tax 
98% 


Established 
programs 
financing 

12% 


Federal 
government 
Taxation Payments Canada 
65% 18% assistance plan 
4% 
a ts) | 


sales tax 
19% 


Corporations 
tax 
10% 


Corporations income tax revenues were 
$66 million below the Budget estimate due 
mainly to lower than anticipated year-end 
payments. This decrease was mostly offset by 
higher tobacco and land transfer tax 
revenues which, respectively, reflect growth 
in consumption and record sales in the 
housing market. 


Payments from the Government of 
Canada 


Total payments from the federal government 
of $4,682 million were $41 million less than 
the Budget estimate. Payments under 
Established programs financing were $97 
million below the Budget estimate, primarily 


as aresult of adjustments to the personal 
income tax. Canada Assistance Plan 
payments increased by $45 million, reflecting 
higher social assistance spending by the 
Province. 


Health insurance premiums 


Premiums collected under the Ontario 

Health Insurance Plan (OHIP) were $1,622 
million, $16 million less than the Budget 
estimate. A broad program of premium 
assistance is in place for senior citizens, social 
assistance recipients and others requiring 
financial assistance, under which $746 
million in premium revenue was foregone. 


Performance of major revenues 


($ millions) 


Actual 


Table 1 
Taxation: 
Personal income tax 7,249 
Retail sales tax 5,025 
Corporations tax AUS. 
Other Dea7eh (3) 
Government of Canada: 
Established programs 
financing ope 7 
Other 15545 
OHIP premiums 1,622 
LCBO profits and LLBO revenues 913 
Interest 455 
Other 1320 
Total 


Budget Variance 
Gitte +472 
ool +6 
2,641 -66 
17,062 2,191 16,628 ee tae 
3,284 -97 
4,682 1,489 4,723 “56 -41 
1,638 -16 
950 -37 
485 -30 
4.315 Ale? 4,345 Oo -30 


i) 
op) 
S 
OU 
Ke) 
i) 
OU 
op) 
Ke) 
lop) 
+ 
w 
o> 
w 


eee 


BUDGETARY EXPENDITURE 
AND ITS MAJOR COMPONENTS 


Total budgetary expenditure before 
extraordinary adjustments was $28,789 
million, $293 million over the Budget 
estimate. Chart 8 shows expenditure by 
major category. Extraordinary adjustments 
of $3,671 million, which resulted from 
measures announced in the October 24, 1985 
Budget are detailed in Note 1 and the 
Schedule of extraordinary adjustments in the 
financial statements. The extraordinary 
adjustments are not included in the following 
charts, graphs and comments on budgetary 
expenditure. 
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Education: 
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Transfer payments 


Transfer payments, which include grants, 
subsidies and assistance to persons and other 
government bodies, represented 73% of 
budgetary expenditure and amounted to 
$20,863 million. Graph 9 illustrates the five 
year trend of transfer payments in relation to 
program delivery costs and interest on debt 
for provincial purposes. 


Chart 8 
Budgetary expenditure by major category 
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Graph 9 
Major components as a per cent of budgetary expenditures 


Fal Transfer payments 


Health expenditure was $8,708 million, a 
erowth of 11% from the previous year, and 
included: 


—$4,685 million (54%) transferred to 
hospitals and related facilities for 
operating and capital purposes; 


-—$2,724 million (31%) as payments to 
physicians and other health practitioners 
for services and health care provided 
under the Ontario Health Insurance Plan 
(OHIP); 


ce Program delivery 


$ billions 
35.0 
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1982 1983 1984 1985 1986 


"Interest on debt for provincial purposes 


-$977 million (11%) for extended and 
special care facilities, ambulance and 
emergency health services. 


In addition, pensioners, social assistance 
recipients and those with low incomes 
received OHIP premium assistance 
amounting to $746 million. 


As Graph 10 indicates, the Province is 
phasing down its reliance on OHIP 
premiums to fund health care. 
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¢ Educational expenditure is 
administered mainly through the 
Ministries of Education and Colleges and 
Universities. The Province has carried out 
its responsibility for education by 
Supporting local school boards for primary 
and secondary schools, as well as by 
funding universities, colleges and other 
post-secondary institutions. The combined 
education expenditure of $6,135 million by 
all ministries included: 


-$3,359 million (55%) in transfer 
payments to the 189 local school boards in 
support of their operating and capital 
financing needs; 

-—$1,907 million (31%) to the post- 


secondary educational sector for 
operating and capital costs. 


Ontario health costs financed by general revenues 


Graph 10 
OHIP premiums and health expenditures 


$ billions 


1982 1983 1984 1985 1986 


Ontario health costs covered by OHIP premiums 


Social services expenditures totalled 
$3,180 million. The services are provided 
mainly through the facilities of the 
Ministry of Community and Social 
Services and by direct financial support to 
institutions, municipalities and various 
social agencies. The major expenditure 
items were: 


-$1,719 million (54%) for income 
maintenance to individuals requiring 
assistance on a long-term basis and 
subsidies to municipalities for their 
temporary assistance programs; 


-$574 million (18%) towards the support of 
children’s programs such as children’s aid 
societies, day nurseries, mental health 
facilities and juvenile correctional 
programs. 
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e« Transfer payments to local 
governments, designed to assist general 
municipal programs and to reduce 
municipal revenue deficiencies, totalled 
$2,129 million. The major components 
were: 


—unconditional grants to municipalities in 
the amount of $752 million; 


~subsidies of $526 million to municipal- 
ities for road programs; 
—capital and operating subsidies of $349 


million for municipal transportation 
systems . 


Graph 11 shows the five year trend of 
transfer payments by functional objective. 


Program delivery 


Public servants’ salaries and benefits, which 


oo] Education 


Graph 11 

Transfer payments by functional objective 

(as a % of total transfer payments) % 
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make up the major share of program delivery, 
totalled $2,764 million, or 9.6% of the 
budgetary expenditure. 


Interest on debt for provincial purposes 


Interest costs associated with the debt for 
provincial purposes were $3,250 million, 
11.3% of the budgetary expenditure, up from 
11.1% in the previous year. 


Capital investments 


The capital investments of the Province 
include direct capital projects such as 
provincial highways and the Province’s share 
of capital spending undertaken by 
municipalities, hospitals, universities, school 
boards, other provincial organizations and 
joint projects with private industry. 

In fiscal 1985-86, these investments 
amounted to $2,215 million. 
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NON-BUDGETARY 
TRANSACTIONS 


Non-budgetary transactions relate to 
lending, investment, pension and related 
benefit funds and trust administration 
functions. These generated net inflows of 
$1,125 million to the Consolidated Revenue 
Fund before extraordinary adjustments. 
Table 2 shows the non-budgetary 
transactions by category. 


Pension and related benefit funds 


Pension inflows represent employer and 
employee contributions and interest earnings 
of funds held in trust mainly for government 
employees, members of the legislature, 
provincial judges and the Superannuation 
Adjustment Fund. The net of the deposits 
less payments from these funds totalled $689 
million. 


Lending and investment 


Loans and advances to, and investments in, 
various Crown agencies and local 
governments amounted to $176 million. 
Repayments of loans and advances were $424 
million during the year producing a net 
inflow of $248 million. 


Trust and special purpose accounts 


The net payments into the Consolidated 
Revenue Fund of $188 million encompass 
transactions for a variety of trust funds such 
as interprovincial lotteries and include 
deposits of the Province of Ontario Savings 
Office. The 21 branches of the Savings Office 
in Ontario accept interest bearing deposits 
from the general public and provide chequing 
privileges. All deposits are guaranteed by 
the Province. The funds, surplus to the day- 
to-day operating needs, are deposited with 
the Treasurer of Ontario. The balance on 
deposit at year end was $717 million. 


Extraordinary adjustments 


As announced in the October 24, 1985, 
Ontario Budget, the Province acted to 
improve the presentation of its financial 
affairs. Note 1 to the financial statements 
provides the detailed explanations of the 
extraordinary adjustments. 
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Table 2 


Non-budgetary transactions 


($ millions) 
1986 1985 


Pension and related benefit funds - net payments into funds 689 615 
Loans, advances and investments in various 
Crown agencies and local governments - net repayments 248 259 
Trust and special purpose accounts - net increase in funds held 188 90 
Non-budgetary contribution before extraordinary adjustments a es 964 
Extraordinary adjustments 3,166 — 
Total non-budgetary contribution 4,291 964 


CONSOLIDATED DEBT OF 
THE ONTARIO PUBLIC SECTOR 


Debt includes obligations that have a 
specified term to maturity and are secured by 
debt instruments including bonds, 
debentures, notes and treasury bills. 

Ontario’s outstanding debt of $34,884 
million comprised $26,695 million for its own 
purposes and $8,189 million for Ontario 
Hydro. In addition, the Province’s statement 
of financial position shows other liabilities, 
mainly to public sector pension plans. 

As shown on Chart 12, the Province has 
borrowed mainly from the Canada Pension 
Plan (CPP) and the Teachers’ Superan- 
nuation Fund. The funds borrowed from the 
CPP represent Ontario’s share of the Plan’s 
investable surplus. The CPP funds are made 
available to the Province in the same 
proportion as contributions to the Plan by 
Ontario’s residents. The Teachers’ Superan- 
nuation Commission, which manages the 
pension plan of the teachers in Ontario, 
invests its surplus funds in provincial 
securities. 

The Province also borrows in the United 
States markets on behalf of Ontario Hydro, 
and in these cases the proceeds are advanced 
to Ontario Hydro and are secured by bonds 
bearing like terms and conditions to the 
securities issued by Ontario. Of the $8,189 
million outstanding at March 31, 1986, 
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$7,189 million was borrowed in the United 
States and $1,000 million represented CPP 
funds passed to Ontario Hydro. 

In addition, securities issued by Ontario 
Hydro are guaranteed by the Province and 
this contingent liability amounted to $15,093 
million at year end. 


Public sector debt 


A broad measure of debt in Ontario is 
presented in Table 3 and includes: 


e Ontario’s debt for provincial purposes; 


e guaranteed obligations issued by Ontario 
Hydro and guaranteed by the Province; 


e debt incurred by provincial agencies and 
the local government, university and 
hospital sectors. 


The consolidated debt approach highlights 
the effects of Ontario’s policy of centralized 
public sector financing where the Province’s 
own financial strength has been used to fund 
the local government sector and its agencies. 
The Province has also carefully controlled the 
use of the provincial guarantee, restricting it 
almost exclusively to borrowings by Ontario 
Hydro. 


—S—X—eeeSSSSSSSSSFSFSSSSSSSSSSSSsSSSSssSSSsSSSsSsSS 


Chart 12 
Major components of debt incurred 
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Table 3 Consolidated debt of the Ontario public sector 
Interim Actual 
March 31/86 March 31/85 
($ millions) % ($ millions) % 


Debt incurred for 


— Provincial purposes 26,695 49.3 24,593 48.5 
— Ontario Hydro 8,189 Lee. 8,206 16.2 
Guaranteed Debt* 

— Ontario Hydro 15,093 249 13,388 26.4 

Sub-Total 49 977 92.3 46,187 91.1 
Other Public Sector Debt 

Provincial Agencies 1,463 2.6 1,755 3.4 

Local Government Sector** 2,608 4.8 2,023 5.2 

University and Hospital Sector 152 is 164 0.3 

Sub-Total 4.2235 at 4,542 8.9 

Total 54,200 100.0 50,729 100.0 
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* The guaranteed debt excludes bank loans and is net of debt accumulated by Ontario Hydro for early retirement, which in 


1986 was $917 million (1985 $920 million). 


** The local government sector debt excludes the Sinking Funds and Own Holdings, which in 1986 totalled $874 million 
(1985 $805 million). 
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SELECTED FINANCIAL 


AND ECONOMIC STATISTICS 


March 31 
Budgetary transactions 
Revenue 
Expenditure 
Budgetary deficit 
Non-budgetary transactions 
Repayments and deposits 
Payments 
Non-budgetary contribution 
Net cash requirements 
Provincial debt transactions (net) 
Ontario Hydro debt transactions (net) 
Liabilities 
Debt incurred for 
- Provincial purposes 
- Ontario Hydro 
Other 
Total liabilities 


Gross provincial product at 
market prices! 


Gross provincial product in 
constant (1971) prices ! 


Personal income (Ontario)! 


Personal income (Ontario) per 
capital (June 1 population) (in dollars) 


Net cash requirements/GPP(%) 


Debt incurred for provincial 
purposes/GPP (%) 


Consolidated debt of the public 
sector/GPP (%) 


Contingent liabilities 


($ MILLIONS) 
1986* 1986** 
26,059 26,059 
28,789 32,460 
2,730 6,401 
1,633 4,799 
008 008 
1,125 4,291 
1,605 2,110 
2,102 2,102 
(17) (17) 
26,695 26,695 
8,189 8,189 
6,539 6,539 
41,423 41,423 
177,059 =177,059 
97,043 57,943 
154,100 154,100 
16,860 16,860 
0.9 1.2 
15.1 15.1 
30.6 30.6 
15,963 15,963 


1985 


23,765 


26,431 


2,666 


1,431 


467 


964 
L102 
2,090 

TQ 


24,593 
8,206 
5,662 

38,461 


163,145 


54,692 
141,799 


15,849 
1.0 


15.1 


Oty 
14,220 


1984 


21,313 
24,553 
3,240 


P3334 
__ 383 
951 
2,289 
2,860 
429 


22,003 
7,487 
5,011 

35,001 


148,008 


51,020 
130,333 


14,768 
1.5 


19.2 


31.9 
T2901 


1983 


19,322 
22,009 
3,187 


esas 
402 
709 
2,478 
2,051 
485 


19,643 
7,058 
4,333 

31,034 


133,536 


48,470 
121,091 


13,893 
Lg 


14.7 


30.4 
11,122 


1982 


17,884 
19,651 
1,767 


1,002 
__738 
264 
1,503 
1.363 
1,694 


17,992 
6,573 
3,784 

27,949 


127,408 


51,024 
109,672 


12,716 
1.2 


13.8 


30.0 
9,284 


' Gross provincial product and personal income are calculated on a calendar year basis. The amounts appearing in a fiscal year column 


are for the preceding calendar year. 


* Before extraordinary adjustments ** After extraordinary adjustments 
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GRAPHIC PRESENTATION OF SELECTED 
FINANCIAL AND ECONOMIC STATISTICS 


Graph 13 
Budgetary deficit as a per cent of GPP 
% 
2.50 
1,25 
0 
1984 1985 
Graph 15 
Liabilities for provincial purposes as a per cent of GPP 
% 
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= Before extraordinary adjustments After extraordinary adjustments 


15 


Graph 14 
Budgetary deficit (dollars per capita) 


| 
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Graph 16 
Net cash requirements as a per cent of GPP 


FINANCIAL 
STATEMENTS 
1986 


SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


The accounting basis 


The financial statements, prepared using the 
concept of a Consolidated Revenue Fund, 
have been designed primarily to provide an 
accounting of the financial resources 
appropriated by the Ontario Legislature. The 
policies and practices followed by the 
Province, under which the financial 
transactions of government ministries are 
recorded and displayed as Consolidated 
Revenue Fund cash inflows and outflows, 
best accommodate reporting to the 
Legislature. 

The cash basis of accounting used by the 
Province is modified to allow for an 
additional thirty days to pay for debts 
incurred during the fiscal year just ended. 
Cash inflows, on the other hand, are closed at 
March 31 for cash received or in transit. 

Commencing in fiscal year 1985-86, loans 
and advances made to Crown corporations, 
boards and commissions are recorded as 
financial assets if they are expected to be 
repaid and have specific terms and condi- 
tions. The asset values are periodically 
adjusted when it can be reasonably 
determined that the value of the underlying 
security for the loans and advances has 
diminished, and when the Province’s asset is 
not likely to be fully recovered. Equity 
holdings in Crown corporations are valued at 
a nominal amount of $1. 

Prior to 1985-86, loans and advances made 
to, and investments made in Crown 
corporations, boards and commissions were 
recorded as financial assets. In some cases, 
the funds required to repay the advances and 
loans were effectively provided out of 
provincial expenditure appropriations. As 
announced in the October 24, 1985 Ontario 
Budget, certain advances, loans and 
investments in corporations, boards and 
commissions have been written down or 
forgiven. The write-offs or loan forgiveness 
are classified as extraordinary adjustments 
since they are not typical of normal 
government activities, and are not considered 
as recurring factors in any evaluation of 
ordinary government operations. The 
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extraordinary adjustments are reported in 
the Schedule of extraordinary adjustments 
and explanations are provided in the Notes to 
the financial statements. 

The accounting of the Province’s 
transactions is recorded under three 
categories. 


Budgetary transactions 


Budgetary transactions are the revenue and 
expenditure activities of the Government. 


Revenue 


Includes revenue raised through taxation, 
premiums, fees, licences and permits, 
payments from the Federal Government 
under fiscal arrangements and shared-cost 
programs, and income from investments. 


Expenditures 


Expenditures on government programs 
include payments for goods and services, 
interest on debt for provincial purposes, 
salaries, transfer payments to individuals, 
local governments and institutions, subsidies 
and grants, and the acquisition and creation 
of fixed assets. 


Non-budgetary transactions 


Non-budgetary transactions are the lending, 
investment and trust administration 
activities of the Government, including loans 
advances and investments, pension and 
related benefit funds and other trust and 
special purpose accounts. These transactions 
affect only asset and liability accounts. 


? 


Loans, advances and investments 


This category includes the government 
lending and investment activity in various 
Crown corporations, agencies and local 
governments. 


Pension and related benefit funds 


Pension and related benefit funds consist of 
all employee and employer contributions and 
interest earnings of the funds which are 


_ 


mainly for government employees, members 
of the legislature, provincial judges, the 
Superannuation Adjustment Fund, less 
payments made from these funds. 


Trust and special purpose accounts 


Trust and special purpose accounts arise from 
the Province’s trust administration activity 
for government ministries, agencies and the 
private sector. 


Financing transactions 


Financing transactions show the issuance 
and repayment of securities. 


Debt transactions 


Provincial purpose transactions are the 
borrowing and repayment activities for its 
own purposes. 


Ontario Hydro transactions 


Ontario Hydro transactions relate to 
amounts borrowed by the Province on behalf 
of Ontario Hydro. The Province issues 
securities, and advances the proceeds to 
Ontario Hydro in exchange for bonds with 
like terms and conditions. These trans- 
actions and the ensuing retirement and debt 
servicing costs are the result of a financing 
alternative and are not a part of the 
Province’s own budget plan. 


Financial assets, accumulated deficit 
and liabilities 


Financial assets 


Advances to Ontario Hydro represent the face 
value of funds advanced to Ontario Hydro, 
stated in Canadian dollars using the year end 
rate of exchange. 

All other financial assets are claims by the 
Consolidated Revenue Fund on other parties 
and have been created by cash transactions. 
Since expenditures on fixed assets do not 
represent financial claims on other parties 
and are not considered to differ from any 
other service to the public, they are not 
reported as financial assets but are expensed 
as budgetary items in the year of acquisition. 


Accumulated deficit 


The accumulated deficit of the Province is the 
excess of liabilities over financial assets, 


representing the accumulation of all 
budgetary deficits and surpluses since 
Confederation. The year-to-year change in 
the accumulated deficit is the amount by 
which budgetary revenues exceed or are less 
than budgetary expenditures. 

Liabilities 

The liabilities are claims by other parties on 
the Consolidated Revenue Fund. 

Debt incurred for provincial purposes 
comprises debentures, notes and treasury 
bills which are recorded at the face value of 
the debt instrument, or in the case of the 
foreign currency denominated debt, at the 
Canadian dollar equivalent. Discount, 
premium and commission expenses are 
treated as current year budgetary 
transactions. The general resources of the 
Province are used for the continued orderly 
retirement of debt and no sinking funds are 
maintained for this purpose. 

Other liabilities include pension and 
related benefit funds, deposits with the 
Province of Ontario Savings Office and trust 
and special purpose accounts as described 
under Non-budgetary transactions. 


Contingent liabilities 


The contingent liabilities of the Province 
consist of guarantees by the Treasurer of 
Ontario and material claims against the 

Crown. 


Foreign currency translation 


Proceeds and retirements of loans denomi- 
nated in foreign currencies are recorded as 
Financing transactions at the Canadian 
dollar equivalent using the rate of exchange 
prevailing on the day of the transaction. 
Debt payable and contingent liabilities are 
translated to Canadian dollars at year end 
rates of exchange. 

In the case of outstanding debt issued on 
behalf of Ontario Hydro, the offsetting 
advances to Ontario Hydro are similarly 
translated at year end rates of exchange and, 
therefore, there is no exchange gain or loss to 
be recorded. In the case of outstanding debt 
incurred for provincial purposes, exchange 
gains or losses are recorded as Budgetary 
transactions. 


PROVINCE OF ONTARIO: 


STATEMENT OF 
FINANCIAL POSITION 


as at March 31, 1986 ($ millions) 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Approved on behalf of the Ministry of Treasury and Economics: 


B.A. SMITH, Deputy Treasurer of Ontario and Deputy Minister of Economics 


Minister, Office of the Treasury 
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1986 1985 
Financial assets 
Cash and temporary investments (note 2) {.22..93...555455-) 2,118 25 20 
Advances - corporations, boards and commissions (note 3)..... 715 3,482 
Investments in water treatment and waste control facilities 
(Ab cOSLESS TECOVERIES COE 4 aera ee ee eee ee ee ey 510 1,028 
Loans tolocalenvernime bein a Gener, eres eee eee sere ae 588 626 
Other loans-(iotes) ee, me eee eee ce one ae a4 145 
3,985 7,407 
Advances to Ontario Hydro, secured by bonds (note 6) ........ 8,189 8,206 
Totaltinanecraltasse haem ar eee, Gt OY A ee ene ee 12,174 Ise be: 
AccumiUlatedid €ficit =. ee oe 29,249 22,848 
41,423 38,461 
Liabilities 
Debt incurred for provincial purposes (note 7)................ 26,695 24,993 
Pension and related benefit funds (note 8) ................... 5,397 4,708 
Deposits with the Province of Ontario Savings Office.......... W17 655 
‘Trust and specialipurpose accounts..4-7.e =a. 2 ee ees oe 425 299 
Total liabilities for provincial purposes..................... 33,234 30,205 
Debtincurreditor Ontario Hydro(otert)s 42.2... oe oe eee 8,189 8,206 
41,423 38,461 
Contingent liabilities (note 9) ............................ 15,963 14,220 


PROVINCE OF ONTARIO 


STATEMENT OF CONSOLIDATED 
REVENUE FUND TRANSACTIONS 


for the year ended March 31, 1986 ($ millions) 


Budget Actual Actual 
1986 1986 1985 
Budgetary transactions 
iO VOtNiC mn oe Os eo A 25,696 26,059 23,765 
Bex OULU ee ee ee iets oad berths a ove 2 28,496 28,789 20431 
Budgetary deficit - before extra- 
ordindry adjustments ...... 4.22... 2,800 2,730 2,666 
Extraordinary adjustments (note 1 
BG SCO UO) ek een Keen Ar eo 3,699 3,671 = 
Bil tena Geel. mrs ya. ys 8 6,499 6,401 2,666 
Non-budgetary transactions (net) 
Pension and related benefit funds... .. 695 689 615 
Loans, advances and investments..... 218 248 259 
Trust and special purpose accounts. .. . 137 188 90 
Non-budgetary contribution (net) - 
before extraordinary adjustments . . 1,105 1,125 964 
Extraordinary adjustments .......... lol 3,166 - 
Total non-budgetary contribution . . 4286 4,291 964 
Netcashrequirements .............. Taya Es: 2,110 1702 
Financing 
Debt transactions 
Proceeds of loans net of retirements 1,996 2,102 2,090 
Increase (decrease) in cash and 
temporary investments ........... (217) (8) 388 
Pca SE ANC eo ce... Pee es Bots 2,110 1,702 
Net cash requirements - before extra- 
ordinary adjustments................ 1,695 1,605 1,702 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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PROVINCE OF ONTARIO 


STATEMENT OF 


BUDGETARY REVENUE 


for the year ended March 31, 1986 ($ millions) 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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Budget Actual Actual 
1986 1986 1985 
Taxation 
Personal income sax ieee ets cee see ee 6,777 7,249 63256 
Retail sales tae). ae eo ks ee ee D019 5,025 4,426 
COP POrAtlONS eStie hee ot oe tect ae ee na 2,641 2.5715 2,248 
Gasoline fa eet we yeu a eee 1,020 977 961 
‘PO WHCCO LER Waa a 5 wre en EE! SEES cota oe 561 603 583 
Fire) aegis et omens 242 242 225 
Panid transtermta ae. eco es as eee 162 205 139 
RCO CRACK Sar etic pea Or 2 EO = WEN eae 64 64 61 
Public utilitiesmcoime taxcss7 7 ee ie ee VS 56 of 
Mining Prolite taxis.) swe aa tans ae See 55 55 65 
DUCCESSION CU oemee ee ea ae ee ead ae Soe 7 6 6 
OUREE 2st 5c oat eee ass ne Al Rate 5 5 5 
16,628 17,062 15,023 
Other revenue 
Premiums - Ontario Health Insurance Plan...... 1,638 1,622 1,586 
Profits from Crown corporations and boards 
Liquer: Control Boardio: Ontarigg<aed.. 26. =: . 682 638 602 
Ontario Lottery Corporation «4. : 6c. 325s 132 136 122 
Vehicle recistratiomices «ney a. acmeuuel ames 349 356 329 
Liquor Licence Board of Ontario revenues....... 268 275 203 
Other fees and licences acc Os ca. hee eee 230 252 223 
RG yates Feng eee hs 6 Vata te ee ee 152 164 136 
Utility Service ChAarges....c) suc ow senna crete: 111 126 Vit 
Binesand pertalites.. 1720. aos uac eee at nae 90 87 85 
Sales anc Cental Sues ers =... Seeks Cree a a 73 80 
COLD OVS cine ce tee eae ako ark See erent A eee ieee 132 131 132 
3,860 3,860 3,659 
Government of Canada 
Established Programs Financing 
Cash Contribuciol ae eee ee 2,850 2,752 2 ET2 
Extended Health Care Services ...«....0..4-5, 384 385 359 
Canada Assistance lan wanes ee eee 1,000 1,045 938 
National Training Agreement ................. 162 171 168 
Other’ s...n78 Sate cone eee eee es es peas 327 329 341 
Ade 4,682 4,578 
Interest on loans, advances and investments ... 485 455 505 
Totakbudgetary revenue 007). 3-. 6 Pon: 25,696 26,059 23,165 


PROVINCE OF ONTARIO 


STATEMENT OF 
BUDGETARY EXPENDITURE 


for the year endea March 31, 1986 ($ millions) 


Budget Actual Actual 
Ministry 1986 1986 1985 
er ate a IPO x) og dy ke a hw do oe he eu es we 374 387 304 
PRO eC OTET ON Be 5 ie ee dhe yb ada ea Sa eels hb 286 287 279 
RCieONie Ma petn CUIEIV Cn nu ok hue esc dev bodous 214 215 183 
Aer pie wc Ui mavercitins! <7 o5. 5 ok 8 os bt ecnci. 2.053 2,063 1,934 
ommunity aid social Services. .........-.«.s<s.ex 2,768 2,863 2,604 
Consumer and Commercial Relations............... 122 124 114 
MPTOION AY OCT VICES pcg bf ese ta'secaceotdeseds 271 283 245 
HORUS Lia cmc Se ae ae A oe en S000 3,380 3,217 
SESS oo EG oi a ec a 82 83 80 
UREA TS) C10" TU 1 pe eae re 334 315 282 
Renee TE EICOS i he ok ae ahs ha dAa ss 438 436 380 
A ee ee Ee EMI a ea od Lael see Soe 8,945 9,214 8,340 
eae LL ene Peters MPM OS og gd Aa he Se es 251 234 218 
Industry, Trade and Technology ........ ..s-nn ecu. 82 82 79 
intercovermimentalAitairs = Anges. «dente ee nee: 7 8 9 
[PUTS 2 SES ay ee 15 76 72 
Legislative and Executive Offices .................. 8 8 6 
Management Board of Cabinet..................... 18 20 17 
I Tg MONTES Pare El oh b . k o  wace arm torn case ean 859 848 810 
ar aentatrece ft Oo 455 444 416 
Northern Development and Mines.................. 163 175 176 
itive (ota O1UCN SISSUCSE. cogs oon e+ eked we 10 10 4 
RUN OUCH IIe ees. co ssn seed gas Soleus 688 684 652 
SUS ULE WULTS CD) FATS ECTS) ©) rag A a ea cr 418 392 305 
Salis yet (Sos 2 Re en 336 340 309 
HOME LSU REL TOARON 2s oo ws ka koe Ghee oe 146 145 159 
Transportation and Communications............... jRestes: 1,602 1,587 
MPeASur vain CONOIMICS ant feet eh oe a a ek ca 735 672 
SNR ee E a ORES a ek sg 82 86 56 
25,136 25,539 23,509 
Interest on debt for provincial purposes ........... w216 3,250 2,922 
PORNO EY EO en oR oe ees a oe oe iby - - 
Estimated year-end savings (note ll) .............. (50) - - 
Total budgetary expenditure before extraordinary 
STIG ES ore ol Lee tee ok. tee eae 28,496 28,789 26,431 
Extraordinary adjustments (note 1 and schedule) ...... 3,699 3,671 - 
Total budgetary expenditure...................... 32,195 32,460 26,431 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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PROVINCE OF ONTARIO 


STATEMENT OF 
NON-BUDGETARY TRANSACTIONS 


for the year ended March 31, 1986 ($ millions) 


Budget Actual 
1986 1986 
Pension and related benefit funds 
DEPOSITS TO: 
Public Service superannuation Fund.....-.2--...2- - 663 641 
Superannuation Adjustment Fund ................. 280 283 
OG G0 eect te tt Ger > Rta gee rice Rea neRag aeCen Ze 22 
965 946 
PAYMENTS FROM : 
Public Service Superannuation fund’ ...2....025 168 164 
Superannuation Vd)justinent © UNG) 7 pe ees 89 82 
G1 el cy cera 6 Macarena gee ge rrr uN ens) eae 
270 257 
Net deposits to pension and related benefit funds ... 695 689 
Loans, advances and investments 
REPAYMENTS BY: 
Corporations, boards and commissions 
Crop Insurance Commission of Ontario............ - 13 
Development Corporations 495) 402.403) eee 32 57 
Ontario Education Capital Aid Corporation........ 104 79 
Ontario LandCormporationy. «2 2.0 qe ere cee 15 86 
Ontario Universities Capital Aid Corporation...... 38 26 
OCC rane te eet arty et eke tte? Ave re EA chy Oh epeteae 59 20 
Eocal SOVernments tiene cla More casey Net ees eer Dee 74 
Water treatment and waste control facilities ........ 85 46 
Other loarisand im vestimentse. aut. aA. ts ee 216) _ 23 
430 424 
PAYMENTS TO: 
Corporations, boards and commissions 
Development Corporationse. ses... o> acts Scar oe 28 cif! 
Ontario tnerey- Corporation. 2. 400 ee en 30 16 
QE CT§,):5 eee eR ore ex oor he a ceo eee 40 13 
Local 2OVernmentc eter see ee eae ee 24 36 
Water treatment and waste control facilities.......... oe3d _ 34 
157 176 
Net repayments of loans, advances and investments. yg 248 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 


Actual 
1985 


PROVINCE OF ONTARIO 


STATEMENT OF 
NON-BUDGETARY TRANSACTIONS 


(continued) 
for the year ended March 31, 1986 ($ millions) 


Budget Actual Actual 
1986 1986 1985 
Trust and special purpose accounts 
DEPOSITS TO: 
Interprovincial lotteries trust fund ................ 143 181 128 
Motor vehicle accident claims fund ................ At 10 11 
Province of Ontario Savings Office ................ 31 62 (32) 
IU 1M ada RR ne ee ee 26 10 19 
Sah 263 126 
PAYMENTS FROM: 
Interproyincial lotteries trust fund..........<. 4. .:.. 66 65 21 
Motor vehicle accident claims fund ................ 4 6 9 
ADE LIT eS Re og. eee ee Gin ee k  ta OM ee | _4 Bae «: 
ae Ls 36 
Net deposits to trust and special purpose accounts . 
137 188 90 
Total non-budgetary contribution (net) - before 
extraordinary adjustments «2... 2.62.5 cee eee | ay S05) 1,125 964 
Extraordinary adjustments - Write-offs (note 1) 
Ontario Universities Capital Aid Corporation ....... 969 969 - 
Water treatment and waste control facilities ........ O27 506 - 
Sinitariowand Corporation .....5. 02.054 +cesecus canes 490 468 - 
Ontario Education Capital Aid Corporation ......... 437 464 - 
Oiitalio Mnerey COrporation ..- os... esa vee ee 426 423 _ 
Oniarmo Housing Corporation.) . 0). v.. suk fu. vbu sacs 184 184 - 
Loans to public hospitals: debt forgiveness.......... 69 80 ~ 
Urban Transportation Development 
AB avin preg LECT SN) 1A) ear Nix cake ements tone anand ee ee Bt 37 - 
Dagon Contra! board oL Ontario 9. ees es eee 25 25 - 
Development Corporations ........................ iy 10 __- 
Total extraordinary adjustments .................. 3,181 3,166 
Total non-budgetary contribution ................. 4,286 4,291 964 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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PROVINCE OF ONTARIO 


STATEMENT OF 
DEBT TRANSACTIONS 


for the year ended March 31, 1986 ($ millions) 


Budget Actual Actual 
1986 1986 1985 
Proceeds of loans 

Canada Pension Plan Investment Fund............. 1,150 1,214 1,134 
Teachers’ Superannuation Mund a, o.oo ee _1,200 _1,235 _1,065 
Total proceeds of loans: 3.000 jn ow eee 2,350 2,449 2,199 

Retirements of loans 
Canada Pension Plan Investment Fund............. 20 20 — 
Other debentures. and notes.< 4.45.2 Se eee eee __ 334 eey-¥i __ 109 
Total retirements of loans ...................-.-4-. 354 347 109 
Debt transactions (net) i234... 550.507. a een 1,996 _2,102 _2,090 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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PROVINCE OF ONTARIO 


SCHEDULE OF 
EXTRAORDINARY ADJUSTMENTS 


for the year ended March 31, 1986 ($ millions) 


Budget Actual 
1986 1986 
Ontario Energy Corporation re: Suncor 
GEES A Ce Oey aie oe gene te, ee Se a a er 325 325 
Diectiarre Or oii nore ODIO AIONY fon. cones oh eee eek os 305 294 
Ontario Land Corporation 
Morieace valuation WIite GOWN. 2c nods bs seven wea eee erases of 40 
Land valuation write down and transfer to ministries .......... 453 428 
Removal of obligations to the Province 
Ontario Universities Capital Aid Corporation: debt forgiveness. . 969 969 
Ontario Education Capital Aid Corporation: debt forgiveness ... 437 464 
Ontario Housing Corporation: debt forgiveness................ 184 184 
Loans to public hospitals: debt forgiveness ................... 69 80 
Investments in water treatment and waste control 
Oe et ere e CO Wino Geer Sain a od ea fue ee 527 506 
Provincial equity in Crown corporations write down 
Ontarie Development Corporations. 2.2.2 ey ble sa os Un cS 7 7 
Urban Transportation Development Corporation Ltd. .......... 37 37 
Par Gala Cree y, COL DOL ALOT wee) eects Bocce A tee fie tl eb aa 101 98 
Piionioonitn! oar Ontario: ssn es Sie cae chee ae Ok 25 25 
Other adjustments 
Municipal transit: unfunded commitments.................... 90 90 
PiGspiAles Nanded COMMILMENES,.cco8 4-1 ous) aciieth pee ss Sn wrens 15 13 
Development Corporations: uncollectable debts ............... 10 3 
School boards: restoration of cash advances.................... _ 108 _ 108 
3,699 3,671 


See accompanying Summary of significant accounting policies and Notes to the financial statements. 
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NOTES @eline 
FINANCIAL STATEMENTS 


(all figures in millions of dollars) 


1. Extraordinary adjustments 


As announced in the October 24, 1985 Ontario Budget, action was taken to improve the presentation of 
the Province’s financial affairs. The new policy dealing with the accounting treatment of these actions, is 
described in the Summary of significant accounting policies. Adjustments were made during the fiscal 
year and were not applied retroactively. They were as follows: 


e The removal from the Province’s accounts of financial assets where the funds required to repay the 
advances and loans were effectively provided out of provincial expenditure appropriations; 


e The revaluation of financial assets when it was determined that the value of the underlying security for 
advances had diminished, and when the Province’s asset was not likely to be fully recovered; 


e The write down of investments which took the form of equity holdings in Crown corporations to a 
nominal value of $1. 


The following are reported as Extraordinary adjustments: 


(a) Removal of obligations to the Province - 


Debentures held by the Ontario Universities Capital Aid Corporation were assumed by the 
Province following the Corporation’s wind down on December 20, 1985. The debentures 
outstanding at March 31, 1986, were written off with the exception of $5 million in direct 
municipal obligations related to library construction, which have been included with Loans to 
local governments. The write-off totalled $969 million. 


Debentures held by the Ontario Education Capital Aid Corporation, were assumed by the 
Province following the Corporation’s wind down on December 20, 1985. These debentures were 
written down by $464 million reflecting the portion supported by provincial grants. The 
remaining debentures totalling $293 million have been included with Loans to local governments. 


The Province’s advances to the Ontario Housing Corporation totalling $184 million were written 
off. 


The value of the Province’s Loans to public hospitals was reduced by the $80 million portion 
funded by the Province. 


The provincial investment in water treatment and waste control facilities of $506 million, which 
was determined as not to be recoverable from municipalities, was written off. 


(b) Adjustments to financial assets 


Advances of $325 million from the Province to the Ontario Energy Corporation for the purchase of 
shares in Suncor Inc. have been written off. 


Advances of $428 million made by the Province to the Ontario Land Corporation for the 
acquisition and development of land were written off. In addition it was estimated that the 
Province would be unable to recover the full value of all mortgages. Accordingly, the value of 
advances for mortgage activities was reduced by $40 million. 


(c) Provincial equity in Crown corporations write down 


e Ontario Development Corporation $7 million 
e Urban Transportation Development Corporation Ltd. 37 million 
e Ontario Energy Corporation 98 million 
e Liquor Control Board of Ontario 25 million 


(d) Other adjustments 


Payment of $294 million to the Ontario Energy Corporation to allow it to discharge its remaining 
obligations to the Sun Note Company related to the 1981 purchase of a 25% shareholding in 
Suncor Inc. 


Payment of $90 million to municipal transit systems to honour commitments made which were 
unfunded. 


Payment of $13 million to hospitals to honour commitments made which were unfunded. 
Payment of $108 million to school boards to restore cash advances to the previous level of 7%. 


Advances of $3 million to the Development Corporations for their lending programs were written 
off. 
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2. Cash and temporary investments 


Temporary investments consist mainly of marketable short-term securities issued by Canadian chartered 
banks, and provincial and federal governments and are recorded at cost. Also included are $22 million 
(1985 $28 million) of debentures and bonds issued or guaranteed by the Province, which at March 31, 1986 
had a market value of $22 million (1985 $24 million). 


3. Advances - corporations, boards and commissions 


1986 1985 
Ontario Land Corporation is | $872 
Development Corporations 285 273 
Other 107 197 


Ontario Universities Capital Aid Corporation 0 
Ontario Education Capital Aid Corporation 0 
Ontario Energy Corporation 0 407 
Ontario Housing Corporation 0 


$715 $3,482 


The Ontario Land Corporation advances of $323 million as at March 31, 1986 represent the appraised 
market value of mortgages, reflecting a write down of $40 million during the year, as described in Note 1. 
Advances of $428 million to the Corporation for the acquisition and development of land were also written 
off as the Corporation will transfer its land holdings to the Province at no cost and will therefore not repay 
the related advances. 


The Ontario Development Corporation and the associated Eastern Ontario Development Corporation 
and Northern Ontario Development Corporation provide loans and arrange for provincial guarantees of 
bank loans to qualified enterprises. The Province has advanced funding for the Corporations’ lending 
programs. The Province also defrays the Corporations’ costs for all administrative expenses, loans made 
at low interest rates, and honouring guarantees, amounting to $15 million in 1986 (1985 $17 million). 
Advances to the Corporations are reduced by their loan forgiveness and write-offs, amounting to $9 
million in 1986 (1985 $9 million). As described in Note 1, the Province’s equity investment in the Ontario 
Development Corporation of $7 million was written down to a nominal value of $1. 


Advances to the Ontario Universities Capital Aid Corporation, the Ontario Education Capital Aid 
Corporation, the Ontario Energy Corporation and the Ontario Housing Corporation have been written off 
as described in Note 1. 


4. Investments in water treatment and waste control facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage systems 
to serve municipalities. These investments are being recovered over the life of the agreements with the 
municipalities. As described in Note 1, the investment has been written down by $506 million. 


Agreements covering $429 million of the investment are for provincially-owned projects which are 
subject to service rate billings. The proceeds from these billings are used to amortize the investment over 
periods of up to forty years, to pay for operating costs, and to provide a return on the investment. 


Certain other agreements provide for the accumulation of the principal portion of annual amortization 
payments in a sinking fund. The accumulated balance in these funds amounting to $45 million at March 
31, 1986 (1985 $47 million) was applied as a reduction of the investment account. In previous years, the 
sinking fund liability was reported as a part of trust and special purpose accounts. 


5. Other loans 


Included in other loans are Ministry of Health capital construction loans to public hospitals amounting to 
$42 million (1985 $132 million). During the current fiscal year, the Province discontinued the practice of 
recording grants to hospitals to fund the repayment of a portion of certain loans as described in Note 1. As 
a result, the value of the Province’s loans was reduced by the $80 million portion funded by the Province. 


6. Advances to Ontario Hydro 


The Province has advanced funds to Ontario Hydro, secured by bonds with like terms and conditions to 
the securities issued by the Province on behalf of Ontario Hydro. The bonds consist of U.S. $5,145 million 
(1985 U.S. $5,272 million), and Canadian $1,000 million (1985 Canadian $1,000 million) with respect to 
Canada Pension Plan funds. At March 31, 1986 bonds denominated in U.S. dollars are recorded at $7,189 
million (1985 $7,206 million), the Canadian dollar equivalent using the exchange rate in effect on that 
date. Transactions during the year are as follows: 


1986 1985 
Proceeds of loans $ = $319 
Retirements of loans LS _(80) 
Net proceeds (175) 239 
Foreign exchange differential 158 480 
Net (decrease) increase in debt incurred 
for Ontario Hydro purposes 21) 719 
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1986 1985 
Related advances, interest and recoveries 


Advances to Ontario Hydro - 319 
Interest 916 874 
Recovery of interest and loan retirements (1,091) (954) 
Net advances (175) 239 
Foreign exchange differential 158 480 
Net related advances, interest, foreign 
exchange differential and recoveries $17) 719 


7. Debt incurred 


Debentures, notes and treasury bills for provincial purposes and for Ontario Hydro, expressed in 
Canadian dollars, are summarized by years of repayment/maturity in the following table. 


For provincial purposes For Ontario Hydro 
Years of 
repayment/ 1986 1985 
maturity United 
March 31 1986 1985 Canadian States Total Total 
1986 $ $ 865 $ $ $ $ 136 
1987 998 346 
1988 T19 776 219 279 273 
1989 919 919 
1990 453 453 279 279 274 
1991 484 62 62 
1-5 years 3,629 3,000 620 620 683 
6-10 years 4,478 3,790 ales ile bara 1,208 
11-15 years 6,646 6,780 500 627 hel PRE 542 
16-20 years 9,733 8,611 500 1,420 1,920 2,067 
21-25 years 2,086 1,917 2200 2,265 2,630 
26-30 years 72 69 1,086 1,086 1,076 
31-35 years 51 64 
36-40 years 3 
$26,695 $24,593 $1,000 $7,189 $8,189 $8,206 


The U.S. dollar debenture liability has been revalued using the rate of exchange as at March 31. The 
foreign exchange differential is $158 million (1985 $480 million). 


As explained in Note 6, the Province has an offsetting asset of Ontario Hydro bonds with like terms and 
conditions to the securities issued by the Province. 


8. Pension and related benefit funds 


The Province maintains accounts within the Consolidated Revenue Fund for all contributions and 
interest earnings less payments regarding the following pension and related benefit funds and accounts. 
The amounts recorded by the Province are essentially the sole assets of these plans. 


1986 1985 
Public Service Superannuation Fund $4,030 $3,554 
Superannuation Adjustment Fund 1,300 1,099 
Legislative Assembly Retirement Allowances 
Account oe 29 
Provincial Judges Benefits Fund Sl 25 
Other 4 1 

$5,397 $4,708 
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Based on the latest actuarial report as at December 31, 1982, the Public Service Superannuation Fund 
had unfunded liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution of $7 million is 
required to be credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $38 million which are required to be amortized by annual payments of 
$7 million until January 1, 1992. 


As at March 31, 1986, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 31, 1985, 
revealed a surplus of $1 million. 


9. Contingent liabilities 


Obligations guaranteed by the Province: 


1986 1985 
Debentures, bonds and notes 
Ontario Hydro $15,093 $13,388 
Bank loans guaranteed 
Corporations and individuals through 
various government programs alg 293 
Other guarantees 
Corporations 551 534 
Provincial Crown agencies - 5 
$15,963 $14,220 


Claims against the Crown: 

There are claims outstanding against the Crown of which five are for amounts over $50 million each 
arising from legal action either in progress or threatened in respect of breach of contract, damages to 
persons and property and like items. The likely cost to the Province, if any, cannot be determined because 
the outcome of these actions is uncertain. 


10. Teachers’ Superannuation Fund 


Through budgetary expenditure, the Province makes annual payments matching teachers’ contributions 
to the Teachers’ Superannuation Fund. The Fund is administered by the Teachers’ Superannuation 
Commission. The Province is also committed to paying any deficiency in the Fund. $39 million was paid 
in fiscal 1985-86 on account of the unfunded liability based on the actuarial report as at December 31, 
1981. 


Subsequently in fiscal 1986-87, the actuarial report as at December 31, 1984 was filed declaring a 
surplus of $693 million and as a result the $39 million was refunded by the Teachers’ Superannuation 
Commission. 


ll. Budget figures 


The comparative budget figures in the financial statements are from the 1985 Ontario Budget which was 
presented by the Treasurer of Ontario to the Legislative Assembly on October 24, 1985. 


The eee anes fund budget figure in the Statement of budgetary expenditure represents a provision 
for the cost of salary and employee benefit revisions likely to be approved in the fiscal year. These 
revisions when paid, however, are charged to each ministry’s appropriations. 


The Estimated year-end savings figure in the Statement of budgetary expenditure represents expected 
underspending during the year which was not specifically identified by ministry. 


12. Comparative figures 


The 1985 comparative figures have been reclassified where necessary to conform with the 1986 financial 
statement presentation. 
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SOURCES OF ADDITIONAL INFORMATION 


The Ontario Budget 


The government presents a Budget each year, usually in the early spring. The background and 
implications of any new tax proposals are contained in the Budget papers, which include the Budget 
Statement, Budget measures, the fiscal plan and other information. Copies may be obtained free from the 
Ontario Government Bookstore, 880 Bay Street, Toronto, or by writing to the Publications Services 
Section, 5th Floor, 880 Bay Street, Toronto, Ontario, M7A 1N8. 


The Estimates of the Province of Ontario 


The government’s spending estimates for the fiscal year commencing April 1 are presented to members of 
the Legislative Assembly following the presentation of the Ontario Budget by the Treasurer. The 
estimates outline the spending plans of each Ministry that the Legislative Assembly will be asked to 
approve in the form of the Supply Act and various other appropriation acts. Supplementary estimates are 
tabled as required during the fiscal year. Copies of the estimates may be obtained free from the Ontario 
Government Bookstore, 880 Bay Street, Toronto, or by writing to the Publications Services Section, 5th 
Floor, 880 Bay Street, Toronto, Ontario, M7A 1N8. 


The Public Accounts of Ontario 


The Public Accounts of Ontario, the government’s annual financial report required by Section 13 of the 
Ministry of Treasury and Economics Act for the fiscal year ended March 31, is tabled in the Legislature 
usually in October of each year. They are issued in three volumes: 


e Volume 1 contains the financial statements of the Province and schedules of supporting information. 


¢ Volume 2, a supplementary volume, contains the financial statements of those provincial Crown 
corporations, boards and commissions in which the Province has an investment or that have borrowed 
from the Province or from others with a guarantee by the Province. Also included are selected agencies 
and certain significant operational agencies that are funded in whole or in part by revenues generated 
from their operations. 


e Volume 3, also a supplementary volume, contains the details of expenditures required by the Standing 
Public Accounts Committee. 


The Public Accounts are available from the Ontario Government Bookstore, 880 Bay Street, Toronto, 
Ontario, M7A 1N8. Prices are: Volume 1, $3; Volume 2, $2; Volume 3, $3. 


Ontario Finances 


This is a quarterly report on the government’s Budget for the fiscal year. It covers developments during 
the fiscal year and provides a revised outlook for the remainder of the year. Copies may be obtained free 
by writing to the Ministry of Treasury and Economics, Communications Branch, 5th Floor, Frost Building 
South, 7 Queen’s Park Crescent, Toronto, Ontario, M7A 1Y7. 


Ontario Statistics 


This report, which is published every other year, supplies information on four areas - - the Land, the 
People, the Economy and the Government. It will be published in 1986 and is available from the Ontario 
Government Bookstore, 880 Bay Street, Toronto, or by writing to the Publications Services Section, 5th 
Floor, 880 Bay Street, Toronto, Ontario, M7A 1N8. Price: $15. 


Ontario Economic Accounts 


This quarterly report contains data on changes in Ontario’s economic growth. Copies may be obtained 
free by writing to the Ministry of Treasury and Economics, Office of Economic Policy, 5th Floor, Frost 
Building North, 95 Grosvenor Street, Toronto, Ontario, M7A 1Y7. 


Demographic Bulletin 


This bulletin provides statistics on the components of population changes in Ontario and is produced 
intermittently during a year. Copies may be obtained free from the Ontario Government Bookstore, 880 
Bay Street, Toronto, or by writing to the Publications Services Section, 5th Floor, 880 Bay Street, Toronto, 
Ontario, M7A 1N8. 
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